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CONSUMER CONVENIENCE AND THE RETAIL 
STRUCTURE OF CITIES 


REAVIS COX 


This article is based on a Charles Coolidge Parlin Memorial Lecture given under the 
auspices of the Philadelphia Chapter of the American Marketing Association on May 27, 
1958. On that same occasion T. V. Houser, recently retired Chairman of the Board of 
Directors of Sears, Roebuck and Co., also gave a Parlin Lecture on “The True Role of 
the Marketing Executive”; and an adaptation of his presentation appears in this same 

issue of THE JOURNAL OF MARKETING, pp. 363-369. 
Professor Cox points out that surveys of what goes on after goods have reached ultimate 
consumers are wholly inadequate. Yet many things of great importance for marketing 

take place here. 

The vaunted American standard of living results in consumers’ clustering their purchases. 
Therefore, consumer convenience means aggregate convenience—facilitating the collec- 


tion of an entire standard of living rather than purchase of individual units of particu- 


lar goods. 


Cities provide aggregate convenience by crowding people together, but do so econom- 


LTHOUGH marketing men say a great 
A deal about consumption, they really 
know surprisingly little about it. 

This statement may seem paradoxical, 
even nonsensical, when one considers 
how enormous a volume of research has 
been carried out by investigators in this 
area. They have assembled masses of data 
about the number of consumers, how old 


@ About the Author. Reavis Cox is President-Elect 
of the American Marketing Association. Since 1935 
he has been on the faculty of the Wharton School 
of Finance and Commerce of the University of 
Pennsylvania, where he is at present Food Fair 
Stores Foundation Professor of Marketing. 

During World War II he served on the staff of 
the War Production Board. He has been a con- 
sultant to numerous companies, associations, and 
government agencies, and has written or collabo- 
rated in the writing of many articles, reviews, and 
books concerned with various aspects of marketing. 


ically only when governed by the “principle of efficient congestion.” 


they are, where they are, and how they 
have moved about geographically in re- 
cent years. Thanks to them, analysts have 
detailed information as to where con- 
sumers work, sleep, and go to church; 
how much money they have; where they 
spend it; what they buy with it; and how 
much debt they have accumulated or 
paid off in any given year. They have 
told us a great deal about what consum- 
ers read, hear over the radio, or see on 
television, and how they respond to edi- 
torial matter and advertising. 

To the shrill alarm of some critics 
(and the derision of others) they have 
even begun to probe around in levels of 
the human personality that lie below the 
conscious, looking for clues that will let 
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them explain, if not control, what con- 
sumers do. 

In the face of this staggering accumu- 
lation of facts, how can one say seriously 
that we really know very little about con- 
sumption? 

These words have been chosen very 
carefully. What marketing men have 
studied most assiduously is the consumer- 
buyer; and a little reflection will make it 
clear that the consumer-buyer can by no 
means be considered identical with the 
consumer. 


BOUNDARIES OF THE “ECONOMY” 


By a long-standing convention econo- 

mists and others tend to draw a sharp 
line between what lies within and what 
lies without the “economy” on the con- 
sumer’s side of the field. Goods cross the 
boundary and “move out of the econ- 
omy” whenever some ultimate consumer 
or his representative buys them from a 
consumer service agency, such as a retail 
store. For analytical and statistical pur- 
poses consumption takes place at the 
time and place of this final sale. What 
happens thereafter is no doubt interest- 
ing and may be important; but it is not 
“economics.” 
_ The boundary thus set up is, of course, 
strictly arbitrary. The fiction that it ex- 
ists is harmless enough when recognized 
for what it is. It can even be helpful in 
some kinds of formal research, since it 
imakes acts of consumption identifiable, 
observable, and countable. But it be- 
comes increasingly hard for marketing 
men to accept with a straight face as a 
valid description of reality. Too much 
evidence is accumulating that what goes 
on “outside the economy” both before 
and after the final sale has extremely im- 
portant effects upon marketing. | 

Consider, for example, what happens 
as consumers accumulate ever-increasing 
inventories of houses and consumer du- 


rables. These inventories inevitably ex- 
ert powerful influences upon their be- 
havior as buyers. Furthermore, difficulties 
arise because goods that have “‘disap- 
peared” into consumption through a re- 
tail sale commonly reappear a little later 
as trade-ins offered in part payment for 
new merchandise. Statisticians who would 
measure the flow of goods into, through, 
and out of the economy find that they 
must treat consumers as extractive agen- 
cies who feed into the system each year 
billions of dollars worth of raw or partly 
processed materials. Especially impor- 
tant in this regard are houses and auto- 
mobiles. 

So, paradoxically, “‘production’” and 
“consumption” get all mixed up with each 
other. The economic universe is not 
really a flat plate from which people and 
things vanish forever when they fall over 
the edge. Correspondingly, consumers do 
not really crawl up over the edge out of 
a vacuum when they become buyers. 

Important reasons impel marketing to 
rescue from oblivion many things that 
go on outside the conventional economy. 
Consumers present themselves repeatedly 
at the boundary as consumer-buyers. 
What sorts of problems do they face in 
planning for this journey? What difficul- 
ties do they overcome in making it? 
What remains for them to do after they 
have made a purchase? What, if any- 
thing, have they done to organize effec- 
tive procedures for the handling of these 
problems? A consideration of such mat- 
ters is very important for marketing 
men, and particularly for retailers, who 
are the agents through whom consumers 
make many of their contacts with the 
economy. 


DELIVERING A STANDARD OF LIVING 
What is ordinarily said about the 

American consumer by marketing men 

might lead one to believe that he is a 
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child upon whom the sun of fortune has 
shone so benignly that he has no prob- 
lems at all. It has become almost manda- 
tory, in talking about him, to point to a 
wonderful fact: as a daily matter of 
course our marvelously productive econ- 
omy provides him with a level of living 
that once would have excited the envy 
of kings. 

This statement contains a large ele- 
ment of truth, but its constant reitera- 
tion has become wearing. Such boasting 
is hardly designed to strengthen Amer- 
ican prestige in a world where bitter 
dislike, probably based in part upon 
envy, stands ready to boil up at slight 
provocation from under a thin veneer of 
official courtesy. Even in our own coun- 
try, too many people still do not have 
equitable shares in this copious stream 
of goods. And many of those who have 
moved into what their ancestors would 
have called a utopia are finding that high- 
level consumption brings with it ills as 
well as blessings. 

Although Americans would thus do 
well to tone down their loud expressions 
of self-satisfaction, the fact remains that 
year after year their economy does turn 
over to the mass of its people, at the 
boundary where it comes into contact 
with them as consumers, a stupendous 
mass of goods and services. Even in a 
year of business depression, such as 1957 
or 1958, they found themselves depressed 
at a high level indeed. What they ac- 
complished can be described only as fan- 
tastic. 

The accomplishment depends upon 
carrying through successfully what has 
been described as a vast exercise in logis- 
tics. Participating in this exercise are an 
enormous number of economic entities. 
They include over 175 million people, 
each of whom must be connected with 
a multitude of others upon whom he has 
to draw for goods and services. Not all 


these people come directly to the bound- 
ary line that connects consumption with 
the economy. Many of them—being too 
young, or too old, or too ill, or too irre- 
sponsible, or too busy—have others who 
buy for them. They come to market 
through a family or some other type of 
consumer-buying unit, of which the na- 
tion has something on the order of fifty 
million. The organization and manage- 
ment of these consumer units is one of 
the formidable accomplishments within 
the field of consumption about which al- 
most nothing is known. 

Dealing with the horde of consumer- 
buyers, directly or through intermedi- 
aries, are at least ten million producers 
and distributors of goods—nearly five 
million farms, well over four million 
business firms (half of these wholesale 
and retail merchants—the rest manufac- 
turers, builders, extractors, and provid- 
ers of a wide range of services), at least 
150 thousand government agencies that 
have the power to buy and sell, and an 
unknown but very large number of in- 
dividuals who provide professional serv- 
ices, run one-man businesses, or do part- 
time retailing and the like. 

These are not isolated entities, but 
parts of channel structures. Every time 
he buys something, and more particu- 
larly every time he buys some material 
good, the consumer finds himself stand- 
ing at the end point in a long assembly 
line. This line comprises an assortment 
and a sequence of agencies. It may be a 
very short line, consisting of only one or 
two firms. More commonly it will be a 
long one made up of several different 
kinds of firms in a good many different 
places. Frequently it will be both long 
and intricate, with sub-assemblies feed- 
ing into the main line. 

Although channels can be classified! 
into types and generalizations made about’ 
each type, every time a consumer buys 
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something he is served by a particular 
combination of specific firms that may 
never have been put together before and 
may never be put together again. 

The number of possible combinations 
and permutations of the agencies avail- 
able to serve him is so great that, for 
many goods, it would be an extraordi- 
nary circumstance if he were ever served 
twice by any one combination and se- 
quence of agencies. The oranges, the 
suits, the automobiles delivered to him 
thus reach him through an ever-changing 
assortment of firms. But the organization 
of the economy is such that he can con- 
fidently count on having available for 
him almost anything he wants whenever 
and wherever he wants it if he has the 
money to pay for it. 


COLLECTING A STANDARD OF LIVING 


Is there any analogous task that must 
be performed on the consumer's side of 
the boundary? Students sometimes call 
what business does, in Paul Mazur’s 
striking phrase, the delivery of a stand- 
ard of living. It is an intricate, difficult, 
and costly task. Are there corresponding 
difficulties and costs on the other side of 
the boundary, where the consumer works 
for himself? 

Quite obviously there are; and these 
difficulties have an important bearing 
both upon the management of retailing 
and upon the operation of our cities. 
What Mazur called delivery of his stand- 
ard of living to the consumer is more 
properly to be called delivery to the 
consumer-buyer. One can never fully un- 
derstand marketing or control it well in 
the interest of efficiency unless he learns 
that the consumer proper does not re- 
ceive his share of the economy’s output 
passively and without effort. He has to 
decide what he wants, go out and collect 
it, and use it after he has received it. 


An observer can very easily overlook 
the amount of work these three aspects 
of consumption impose upon consumers 
in this country’s affluent economy. Con- 
ventional ways of thinking carry with 
them a conviction that consumption is 
always and endlessly a positive pleasure 
—rewarding, enjoyable, and effortless. 
There simply cannot be too much of it. 

This may seem like a truism. Yet many 
consumers, as the economy pours out its 
flood of goods upon them, must wonder 
now and then how consumption has got 
to be so much work and whether it is 
really worth all that it takes out of them. 
They must find it very strange indeed 
to be told now and again that consump- 
tion is no longer a pleasure or a privi- 
lege, but a duty—that one must keep on 
buying and consuming, not because he 
wants to but because if he lets up ever 
so briefly he is likely to bring a depres- 
sion crashing down about his ears. 

It would be rewarding to wander down 
the byway such thoughts open to view; 
but it is a byway. The task here is to 
explore the main road. A moment's re- 
flection will make it evident that, even 
after the assembly lines have done their 
work for him, the consumer still faces 
a considerable task of assembling and 
collecting for himself. The number of 
times he must present himself personally 
somewhere or other in order to receive 
a good or a service obviously is large, 
even though no one knows exactly how 
large because the matter has been so lit- 
tle studied. 

As a start toward building up knowl- 
edge in this area Professor Charles S. 
Goodman, of the University of Pennsyl- 
vania, recently undertook to work out an 
estimate of the number of times consum- 
ers buy something or other during the 
course of a year. (His estimates are being 
prepared for publication.) He found 
nineteen lines of retail trade for which 


CONSUMER CONVENIENCE-RETAIL STRUCTURE OF CITIES 


he could come up with tolerably accept- 
able figures covering the year 1954. In 
these nineteen trades, consumers and 
their representatives made approximately 
69 billion purchases, an average of more 
than 400 per person, or nearly 1,700 for 
a family of four. 

This total does not include transac- 
tions in many retail trades for which no 
usable estimates could be made. It omits 
purchases of services offered by such or- 
ganizations as the post office, transporta- 
tion agencies, telephone companies, and 
other utilities, banks, theaters, hospitals, 
and professional men. It passes over the 
large number of occasions when the con- 
sumer presents himself in person at a 
church, a park, a school or a college, or 
before a television set to receive a service 
for which he pays no formal price but 
which enters into both his real cost and 
his real income. Clearly the places to 
which a typical consumer must go physi- 
cally as a consumer or send someone to 
represent him add up to very large num- 
bers over any one year, and to a prodi- 
gious total in the course of a lifetime. 


CLUSTERING AND CONVENIENCE 
IN MARKETING 


Owing to the size of this burden, the 
consumer must resort to what may be 
called the practice of “clustering” his 
purchases. In less developed economies, 
where a very large number of people en- 
gage in petty trade, at least as a supple- 
ment to their other activities, sellers and 
buyers spend many hours marketing a 
few handfuls of this or that commodity. 

In our economy, neither buyers nor 
sellers can do this and get around to the 
full budget of business that must be 
done. On the contrary, sellers are under 
heavy pressure to minimize real-unit 
costs. Buyers also must economize by or- 
ganizing their purchases into clusters 


through the device of multi-purpose 
shopping trips that reduce the time and 
effort required for individual transac- 
tions. Or they cluster their purchasing 
geographically by going to stores and 
shopping centers where they can find a 
wide variety of goods or services within 
small areas. We know from common 
knowledge that this happens; but we 
have nothing remotely approaching an 
accurate count or an adequate quantita- 
tive measure of the consequences. 

Consideration of the nature and pur- 
pose of clustering means a new look at 
the old idea that convenience is one of 
the services some types of retail stores 
provide for their customers. But conven- 
ience is a much more complex concept 
than marketing men used to think. The 
familiar classification of goods and stores 
into such categories as convenience, shop- 
ping, and specialty does not stand up un- 
der analysis. In a real sense every store 
has to offer convenience to its customers. 
It would be foolhardy for any merchant 
deliberately to select a location that he 
can label inconvenient. 

The differences among locations lie 
rather in what they make convenient— 
picking up a staple of low price with a 
minimum of effort, fitting a new pur- 
chase into some household's existent or 
planned assortment of clothing or fur- 
niture, comparing what competing mer- 
chants have to offer, minimizing the time 
required to buy a week's supply of gro- 
ceries, and so on. Furthermore, what the 
consumer finds it convenient to do is 
profoundly affected by what he gains 
from the effort. A substantial price cut 
can compensate for a great deal of in- 
convenience in location, and in other 
aspects of a transaction, as the discount 
houses have made so abundantly clear. 

Eugene J. Kelley has pointed out that 
when consumers shop, they must achieve 
an acceptable balance between what he 
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calls “commodity costs” and what he 
calls “convenience costs.” Commodity 
costs are the sums of money paid to a 
seller for any goods purchased. Conven- 
ience costs are the sums of money paid 
to agencies other than the seller as an 
incident to the purchase (for example, 
train or car fares, payments for gasoline, 
parking fees, telephone tolls, postage, de- 
livery charges, and financing charges) 
plus the time and energy used by the con- 
sumer in shopping, buying, and carrying 
the transaction into effect. Kelley also 
offers a number of new insights into the 
nature and complexity of the concept of 
convenience. 

What marketing men seem to have in 
mind when they speak of consumer con- 
venience in marketing relates to the 
physical aspects of the problem of clus- 
tering. But convenience relates to a con- 
sumer’s whole structure of living, not 
to isolated bits and pieces such as pur- 
chases of particular units of goods. The 
consumer buys many items, not one. 
What he should and presumably does do 
is to economize as best he can the cost or 
effort he expends in acquiring a varied 
assortment of goods and services over a 
long period, not the cost or effort ex- 
pended on individual units. 


AGGREGATE CONVENIENCE 


This can be put another way by saying 
that the consumer seeks aggregate con- 
venience. He is best served when the 
agencies to which he goes as a consumer- 
buyer are arranged into clusters that 
help him to minimize the aggregate ef- 
fort he spends in collecting and using his 
whole standard of living. Or it can be 
put the other way around, by saying that 
he endeavors to maximize the return he 


Eugene J. Kelley, Importance of Conven- 
ience in Consumer Purchasing,” THE JOURNAL OF 
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receives in all forms from devoting a 
given budget of time, or effort, or money 
to shopping. 

Although aggregate convenience will 
not be easy to measure, it is important 
because even as an abstract concept it 
throws new light upon the services mar- 
keting performs. The ramifications of 
this idea could be traced out in many 
directions. The present article confines 
itself to only one—the function of the 
city as a means of maximizing aggregate 
convenience for consumers. 

Nothing is more astonishing about 
modern man’s way of life than the ex- 
tremes to which he has carried the proc- 
ess of jamming himself down into a few 
densely crowded cities. We have heard 
much about the so-called “explosion” of 
cities over the last few years, as peo- 
ple have poured out from central cities 
and covered the surrounding countryside 
with continually expanding suburbs. But, 
even after we allow for this trend, the 
bulk of our people live on an astonish- 
ingly small fraction of our land area. 

Why, in the face of the fact that so 
much can be said against cities as dwell- 
ing places, do people crowd about each 
other so densely? The answer is complex. 
Numerous, varied, and little understood 
forces enter into the result. Very impor- 
tant among them, however, are the econ- 
omies that cities make possible in mar- 
keting; and one important economizing 
influence they exert upon marketing is 
the aid they give consumers through 
maximizing aggregate convenience. They 
make it possible for consumers to come 
into physical contact easily and in rapid 
succession with the large number of 
places at which they collect the goods 
and services delivered to them by the 
economy's assembly lines. Any particular 
place can be reached quickly in case of 
need and, over a period, large numbers 
of different places can be touched, as 
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consumers collect their total budgets of 
goods and services. 

Although empirical studies of move- 
ment by people and goods within cities 
are few and fragmentary, one thing seems 
clear. The principal characteristic the 
consumer seeks in his city for purposes 
of collecting his share of the level of the 
living is easy accessibility to a large num- 
ber of places, any one or any combina- 
tion of which he can reach quickly as 
his wants dictate. It is also clear that the 
principal devices used to establish ag- 
gregate convenience are two: (1) well 
located bases of operation for the con- 
sumer himself, connected with each other 
by effective transportation of goods and 
people; (2) easy communication (notably 
radio, television, newspapers, the postal 
system, and the telephone). 

Effective transportation makes it pos- 
sible for people to go quickly and easily 
where they need to go and so to meet 
at the end points of assembly lines 
the goods and services they seek from 
the economy. Effective communication 
makes it possible for people to inform 
and do business with each other quickly 
and easily without coming close together 
physically, whenever physical contact is 
not required to get the transaction done 


THE PRINCIPLE OF EFFICIENT CONGESTION 


The significance of traffic congestion 
in cities is made somewhat clearer by 
this sort of analysis. It has long been one 
of the paradoxes of cities that people 
crowd into them until they create atro- 
cious traffic jams. 

Why do they do this? Even more im- 
portant, why are the jams so persistent? 


*For a more detailed consideration of what is 
meant by “bases of operation” for city people and 
how such bases are linked together, see Robert B. 
Mitchell and Chester Rapkin, Urban Traffic: A 
Function of Land Use (New York: Columbia Uni- 
versity Press, 1954), especially Chapter 4. 


This is another way of asking why peo- 
ple continue to subject themselves to 
this kind of congestion when they know 
it exists. 

The answer seems to be that conges- 
tion means contacts, and contacts are 
what people seek when they crowd into 
the city in the first place. Retailers have 
long done all they could to encourage 
traffic because traffic means business. 

This suggests another principle that 
should be followed in trying to solve the 
trafic problems of cities—the principle 
of efficient congestion. There are no more 
efficient markets in the world than the 
exchanges that conduct trading in stocks 
or in commodity futures. Yet in an im- 
portant sense these are extremely con- 
gested markets, because the trading in- 
terests of the whole world in some group 
of securities or some class of commod- 
ities are concentrated in them. Their 
congestion is efficient because they en- 
gage only in the bare essentials of 
their business. They confine themselves 
strictly to buying and selling, and con- 
centrate these activities in the hands of 
a few floor traders who can do all the 
trading required expeditiously. 

Those who would improve our cities 
as marketing institutions need to show 
a comparable degree of imagination in 
learning how to concentrate within them 
those aspects of marketing that need 
congestion, while sluffing off traffic that 
merely impedes the business at hand 
without being really necessary. 

These thoughts about the nature of 
the city as a marketing institution also 
suggest what it is that the automobile 
has done to and for it. In order to es- 
tablish an efficient clustering of activi- 
ties as they move about, consumers must 
balance as best they can ease of move- 
ment, speed of movement, and flexibility 
as to direction in movement. 
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When city dwellers had to depend 
upon walking wherever they went, they 
had extreme flexibility as to direction, 
but also slowness of movement and the 
need to expend considerable effort if 
they went anywhere. So their movements 
were narrowly restricted. Mass transpor- 
tation in its successive forms reduced 
the effort expended and increased speed, 
thus making it easy to travel relatively 
long distances; but it severely restricted 
direction of movement to a few set lines. 
The automobile has retained speed and 
entails very little effort. It also has rein- 
troduced a large degree of flexibility as 
to direction. The full effect upon the 
structure of cities has not yet worked it- 
self’ out. 

Thus far, people have “exploded” into 
the suburbs, taking with them shopping- 
center “clusters” to accommodate much 
of what they used to find in the city 
center. Behind them they have left vary- 


ing degrees of confusion and blight. 


As to what will eventually become of 
the central business districts, no one has 
yet worked out a clear picture. Similarly, 
the ultimate structure of suburban re- 
tailing has not yet become evident. What 
seems probable is that spreading net- 
works of improved highways around at 
least the large cities will permit consum- 
ers to take still more advantage of the 
flexibility in direction of travel possible 
with automobiles. 

If this happens, it may well be that 
consumers will find it about as easy to 
shop stores in several shopping centers 
on one expedition, moving from place 
to place by car, as their grandparents 
found it to shop several stores in one 
center, moving from place to place on 
foot or by public transit. Under such 
conditions, if they develop, what is con- 
venient for consumers will again have 
changed. The resultant effects upon the 
structure of retailing are likely to be 
drastic. 
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THE TRUE ROLE OF THE MARKETING 
EXECUTIVE 


T. V. HOUSER 


This article is based on a Charles Coolidge Parlin Memorial Lecture given under the 


auspices of the Philadelphia Chapter of the American Marketing Association on May 27, 
1958. On that same occasion Professor Reavis Cox of the Wharton School of Finance and 
Commerce of the University of Pennsylvania also gave a Parlin Lecture on “Consumer 
Convenience and the Retail Structure of Cities”; and an adaptation of his presentation 
appears in this same issue of THE JOURNAL OF MARKETING, pp. 355-362. 

A remarkably broad role for the marketing activity and the marketing executive in 
modern business is outlined in this article by Mr. Houser. 

It is his thesis that the task of the marketing executive cannot successfully be limited to 
marketing methods alone. Instead, his knowledge of the market and methods must play 
a major part in areas of the business which traditionally have not been considered a part 


of his responsibility. 


The author also points out that increased responsibilities of the marketing executive 


TWO PATTERNS OF DISTRIBUTION 


yen patterns of distribution have 
emerged in the United States. The 
traditional pattern is that of the large 
manufacturer whose products are distrib- 
uted by great numbers of small dealers. 
There may be independent or producer- 
controlled wholesaler activities included 
in this system. However, it is typified by a 
combination of large producer and small 
distributors, with the manufacturer ex- 
ercising marketing leadership through a 


e@ About the Author. When T. V. Houser retired 
as Chairman of the Board of Directors of Sears, 
Roebuck and Co. in May, 1958, he had completed 
thirty years of service with that company and had 
spent more than forty years in the merchandising 
field. During this time Mr. Houser earned for him- 
self recognition as a “master of mass merchandis- 
ing,” and a reputation for keen analysis and 
originality. 

His ability to translate his concepts into prac- 
tices has had a great influence on the merchandis- 
ing effectiveness of Sears. He continues to serve 
Sears as a member of the Board of Directors. 

In addition to other business and civic direc- 
torates, Mr. Houser is a Trustee of Northwestern 
University, a member of the Corporation of the 
Massachusetts Institute of Technology, Vice-Chair- 
man of the Business Advisory Council, and a trus- 
tee of the Committee for Economic Development. 


will result in increased business effectiveness. 


variety of methods, chiefly advertising, 
to presell the product and secure distri- 
bution. 

In competition with this system of 
large producer and small distributor is 
that of the large distributor furnishing 
an outlet for the products of a great 
number of small manufacturers. In this 
case, product determination is the re- 
sponsibility of the distributor; and mar- 
keting leadership also comes from the 
distributor through product advertising, 
display, direct-sales effort to the con- 
sumer, and customer-credit arrange- 
ments. 

Neither of these patterns is static. For 
example, major producers of durable 
goods have been reaching forward to 
the distributor function . . . in an ef- 
fort to integrate the selling and produc- 
tion effort, and to get the benefits of in- 
creased volume and lower costs. 


THE MARKETING FUNCTION 


The chief executive officer of a busi- 
ness must keep a sense of balance between 
the various functions comprising his 
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organization. He must also determine 
which functional viewpoint will have 
the greatest influence on over-all deci- 
sions. Some executive officers give great 
weight to the accounting-and-control 
function. In other companies where the 
emphasis is placed on technical areas, 
the engineering executive and the pro- 
duction executive are considered the 
most important. 

The view here is that the marketing 
function is the one to carry the most 
weight. 

Selling effort starts with the deter- 
mination of the product. Therefore, the 
marketing function must have a strong 
voice in research, development, and pro- 
duction decisions. 

So long as the customer is free to buy 
from competing sellers and producers, 
the function of the business closest to 
the customer must carry weight in in- 
fluencing the decisions that determine 
the character and cost of the product. 
Necessarily, this requires marketing 
executives who are sales minded, thor- 
oughly grounded in business econom- 
ics, sensitive to both the possibilities 
and limitations of mass-production tech- 
niques, and profit conscious. 


RESEARCH, DEVELOPMENT, AND 
PRODUCTION 
Research 


Most firms carry on some form of ap- 
plied research independent of current 
production engineering activity. This 
may involve prospective improvements 
in quality, utility, or costs of current 
products, or may be directed toward new 
products. 

The chief executive officer must de- 
cide on the scope of this effort in rela- 
tion to the business as a whole; but the 
marketing executive should have a ma- 
jor voice in the objectives toward which 
this activity is directed. Salesmanship of 
a product really starts at this point. Very 


often the production cost of a desirable 
feature added to an existing product is 
a more effective expenditure of money 
than the more conventional avenues of 
sales expense. Yet a proper balance be- 
tween various elements of unit costs 
must be maintained. The marketing 
executive should help to set cost limita- 
tions on product-research objectives, so 
that impractical work will not be under- 
taken. 

In like manner, research work on new 
products must face the marketing test. 
All too often the engineering and de- 
sign department and the production de- 
partment have ideas as to new products 
which will fit into the type of equip- 
ment, skills, and techniques of the work 
force, but which cannot be distributed 
through the existing marketing chan- 
nels. Full consideration must be given to 
what is involved in creating appropriate 
channels of distribution for such new 
products. The marketing executive is 
the one to spell this out. 

Product research usually involves im- 
provement in quality or utility; this 
may mean greater aesthetic satisfactions 
in use, greater conveniences in use, or 
longer life. Here again the marketing 
executive should establish the priority 
and relative values, because cost limita- 
tions ordinarily will not permit the adop- 
tion of all desirable improvements. Here 
he must reflect a correct interpretation 
of the desires of that part of the general 
market he is serving, in order to strike 
the balance of features and price that 
will expand the market. 

Sometimes, of course, marketability 
can be established only by experience. 
Color television is an example. Compe- 
tition in home appliances is essentially 
a competition in features. The decision 
to be made is: which features, out of all 
those possible, enhance the appeal of 
the product to the customer, make the 
line most distinctive from that of com- 
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petitors, and lend themselves best to 
demonstration, and how should the fea- 
tures be distributed between the price 
points? 

Take vacuum cleaners. At what price 
point should the feature of easier mo- 
bility be introduced, and at what point 
should the attachments that permit di- 
versification of a cleaner’s function be 
added? Decisions such as these must in- 
volve the marketing executive, as being 
in the best position to establish the bal- 
ance between production and selling ef- 
fort. 


Development 


The research, production, and mar- 
keting judgments must have been right 
for the home air-conditioning and power- 
lawnmower industries, or the dramatic 
results illustrated by the following fig- 
ures might not have been achieved. In 
1946, 30,000 home air-conditioners were 
sold at an average price of $420 each. In 
1954, 1,100,000 of these units were sold 
at an average of $379 each; and in 
1957, 1,667,000 home air-conditioners 
were sold at an average price of $300 
each. As for power-lawnmowers, 164,000 
were sold in 1946 at an average price of 
$164; and in 1957, a unit volume of 
3,300,000 was attained at an average 
price of about $84. 

Consider also the competitive condi- 
tions which a business faces. A market- 
ing executive must determine the num- 
ber of different items which will consti- 
tute his firm’s line of products, be they 
electric irons, men’s shoes, or television 
sets. As a rule, his sales force wants to 
have a product to match every individ- 
ual offering of all competing manufac- 
turers. On the other hand, the engineers 
and production men know that the 
smaller the range of items, the lower the 
unit costs will be because of less tooling 
expense and longer production runs. 
The marketing executive must stand be- 


tween these two pressures, sensitive to 
each, and make appropriate judgments. 

Any merchandise line usually consists 
of a beginning number with minimum 
quality standards, minimum features, 
and primary emphasis on price appeal 

. a medium number designed to ap- 
peal to the largest market, with recogniz- 
able, justifiable, and demonstrable dif- 
ferences of quality and features . . 
and a “top-of-the-line” number with 
qualities appealing to the higher-income 
market. 

The marketing executive must know 
when to add a number, when to drop 
one, and when to substitute a new one 
for one to be dropped. The “image” 
which the public forms of a given line 
of products is largely in his hands, not 
because he originates the ideas expressed 
in merchandise, but because he has a 
grasp of the economics involved and a 
feel for the public’s attitudes and pref- 
erences. 


Production 


The next step is the specific product, 
determination of design, and the organ- 
ization of the sequence of production op- 
erations. At this stage it becomes neces- 
sary for estimates of specific quantities 
to be made for each item in the proposed 
line. Only the marketing function can 
have the experience and general feel of 
the market necessary to develop depend- 
able estimates. The degree of tooling 
must be determined, involving the bal- 
ancing of the additional amortization 
which complete tooling requires against 
the added labor costs where less tooling 
is possible. 

While the engineering designs and the 
production plans are being made, aes- 
thetic design is also under way. Here 
again is an area where judgment and 
balance from a marketing viewpoint are 
essential. All too often customer con- 
venience and utility are sacrificed to a 


366 THE JOURNAL 


OF MARKETING April 1959 


standard of pure aesthetic design which 
exists in the artist’s mind. 

Choices of various materials are often 
possible, as well as various processing 
methods; and the marketing viewpoint 
must carry weight wherever decisions on 
these points might involve consumer 
preferences. More than this, problems 
of economical shipment, breakage, me- 
chanical failure, or rapid deterioration 
must be taken into account. 


SALES MANAGEMENT 


About this time budgets begin to take 
shape, based on sales prospects, manu- 
facturing schedules, and projections of 
various elements of expense and invest- 
ment. This is the area of direct sales 
management, which includes the man- 
agement and control of the sales organ- 
ization, advertising, display, and all sales 
activities. 


Two Points 

In this connection, two points should 
be made. 

The first is the importance of co-ordi- 
nation of advertising, sales effort, service 
of supply, and all the other devices used 
in modern selling. If these parts are not 
properly fitted together, a great deal of 
the research time and production effort 
can be dissipated by a faulty sales cam- 
paign. 

The second point deals with the man- 
agement of the sales organization. This 
calls for the very best kind of personnel 
administration. It involves not only se- 
lection, training, and incentives, but also 
relationship to management. Sound per- 
sonnel policies are important in every 
part of any business, but are vital to the 
sales organization. 


Costs in Distribution 

The marketing executive should real- 
ize that the intrinsic quality of an article 
of merchandise is determined by its de- 


sign, the kind of materials used in its 
manufacture, and the degree of precision 
and competence in its manufacture. 
When it reaches the end of the assembly 
line, packed for shipment, its level of 
quality is forever established. It may 
still go through a number of shipments 
and trans-shipments, be unloaded, and 
held in storage a number of times; title 
of ownership may be transferred several 
times; and it will be handled in differ- 
ent places by different people before it 
reaches its destination in a customer's 
home. As a rule a relatively small part 
of its ultimate cost to the consumer was 
expended for material, labor, factory 
overhead, engineering, and tooling costs. 
For a common run of items, this propor- 
tion would range around 40 to 50 per 
cent. 

But the expenses incurred beyond the 
assembly line, although not adding to 
the intrinsic quality of the article, have 
added greatly to its cost. The technology 
of mass production is so well developed 
that one can hardly expect significant 
contributions to improved living stand- 
ards, or the creation of broader markets 
through cost reductions. 

From a mathematical standpoint, value 
could be defined as equal to quality di- 
vided by price. Double the quality with- 
out change of price, and you double the 
value; double the price without change 
of quality, and you have one-half the 
former value. Since quality is determined 
on the manufacturer's assembly line and 
has not changed at the retail level, the 
value of the product to the consumer is 
reduced by successive distribution costs. 
Since it is at the retail level that the man- 
ufacturer’s product must gain preference 
of retail customers, any shortcuts or effi- 
ciencies introduced along the line will 
increase the value of the product in com- 
parison with competition. | 

Realizing that layer upon layer of dis- 
tributive costs does not add to the worth 
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of his product, the marketing executive 
turns his attention to ways and means of 
reducing this spread between direct pro- 
duction costs of goods and the price the 
consumer pays. Two functions of dis- 
tribution are so basic that they cannot 
be avoided. 

The first is the wholesaling or dis- 
tributor function, which may be carried 
out by the manufacturer either at the 
factory or a number of regional points 
of distribution; or by independent op- 
erators of regional distribution points; 
or by a large-scale retailer or operator 
of multiple stores. 

The other function is the point of 
contact with the ultimate consumer, 
usually through retail stores (with mail- 
order a unique exception). Efforts to by- 
pass these elementary functions through 
direct-to-consumer selling have been lim- 
ited and successful only with larger 
margins than permitted by conventional 
channels. Distribution direct by manu- 
facturer to the public through show- 
rooms and selling floors has been limited 
to a local area, although a manufacturer 
conducting his own distributor function 
may also own a large number of retail 
stores supplied through its own distrib- 
utor function. 


Stable Production 


One of the great savings in the cost 
of producing goods, particularly of a 
seasonal character, is to maintain a stable 
level of production day in and day 
out. In two plants with comparable indi- 
vidual costs, one plant may have markedly 
higher total costs at the end of a year, 
even if both have adequate volume. 
Analysis will generally show, in the plant 
with the lower costs, that every machine 
runs all or most of the year, with in- 
dividual runs of a given part sufficient to 
justify the cost of machine adjustments 
to make that part. Year-end cost savings 
of 10 to 15 per cent are obtainable, when 


a highly seasonal article is produced 
steadily throughout the year. This means 
proper marketing planning. 

The full benefits of this type of pro- 
duction can best be realized when there 
is assurance that the retail outlets will 
carry the line produced. Uncertainty as 
to stocking the line tends to be removed 
if firm contracts can be established with 
large retail chains. Where goods involve 
installation and where mechanical serv- 
ice becomes necessary during the life of 
the merchandise, there is opportunity 
for training the workmen who are to 
perform the services. Prompt availability 
of repair parts is also essential. 


Packaging 

Sometimes marketing executives over- 
look the importance of having correct 
and adequate information “tags” on ar- 
ticles. The differences between various 
qualities must be made clear to the pro- 
spective buyer; this is also a means of ed- 
ucating the salesperson on the job. Many 
times the selling effort by the manufac- 
turer has gone on the outside of a con- 
tainer, which is thrown away when the 
article is placed in retail display! 

An example of the power of packag- 
ing involves rosebushes. Here is an item, 
pruned root and branch, which may not 
suggest to the customer its ultimate 
beauty. However, with proper packaging 
to illustrate its appearance in bloom, a 
rosebush becomes an item with great 
appeal, and produces the plus sales that 
come from impulse buying by the cus- 
tomer. Improved packaging is responsi- 
ble for considerable increases in the sale 
of rosebushes in the higher-price range 
in recent years. 


Stockkeeping 


Store display and arrangement are im- 
portant, and very often proper help 
from the manufacturer is important. 
However, such help must be compatible 
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with the general appearance and char- 
acter of the store, practical in taking 
care of customers on a busy day. 

Probably the greatest single opportu- 
nity for improvement in the whole field 
of distribution lies in stockkeeping. The 
marketing executive must see the whole 
sequence from the original design to the 
product in the home, and maintain a 
steady, consistent flow of goods through 
the entire stream. He must realize that 
a salesman who sells his product to a re- 
tailer by inducing that retailer to carry 
a wider range of selection than his busi- 
ness will support is really doing the man- 
ufacturer a great disservice. 

So far as possible, each retailer should 
be counseled as to just what range of 
products would be most suitable, taking 
into account sales volume and floor-space, 
so that the store is always in stock and 
not worried about over-stocks. 


ADVERTISING 


A perennial problem is the evaluation 
of advertising. The objective to be ac- 
complished by a given advertisement 
should be kept clearly in mind. For in- 
stance, some programs are aimed at pre- 
selling the consumer; others are psycho- 
logical weapons in the competitive war, 
and are intended more to convince a re- 
tailer that the public is already presold; 
while still others have the more intan- 
gible justification of building prestige. 

Some manufacturers of cereal, soap, 
and similar products set up a unit adver- 
tising amount in the cost projection of a 
product and then keep an advertising 
variance account, just as is done in the 
shop for material, labor, or overhead 
standard costs and variances. Wherever 
this technique is applicable, it sharpens 
the marketing executive’s analysis and 
appraisal of the advertising dollar. 


DECENTRALIZATION OF INDUSTRY 
The decentralization of industry is an- 


other matter which requires the atten- 
tion of the marketing executive. 
Decentralization can be the key to 
developing a balanced economy region- 
ally, maintaining more even population 
growth, and contributing to a more sta- 
ble economy and better standard of liv- 
ing. It is an almost ideal situation when 
an area develops a reasonable balance 
between agriculture and processing in- 
dustries. If an area can add raw material 
for those industries, then it becomes that 
much stronger, with even greater basic 
importance to the economy as a whole. 
So far as marketing is concerned, there 
is a vast difference between selling the 
products of a distant producer in a given 
region as against those of a local manu- 
facturer. Even if a distributing ware- 
house is used, the local plant still has 
great advantages. There is something to 
be said for being an integral part of a 
community. There is the good will 
which comes from participation in lo- 
cal and regional public service . . . the 
value of close contact between the sales 
personnel and plant executives . 
greater attention to service of supply 
and to mechanical service matters . . . 
greater concentration regionally of sell- 
ing techniques, including advertising. 
This does not imply that the market- 
ing executive must be the dominant voice 
in decisions concerning a distant branch 
plant. But, if a company faces the prob- 
lem of expansion, he should analyze the 
opportunities for increased volume re- 
sulting from a regional plant and de- 
velop the basic economics of such an 
operation. Usually raw materials are 
available in part in most regions; but, if 
they are not, the saving in shipping fin- 
ished goods from the heart of a region 
greatly offsets the costs of shipping raw 
materials to the plant. Unless the mar- 
keting executive has the imagination and 
strength of conviction to present fully 
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the branch proposal, the production ex- 
ecutive will probably see to it that merely 
a new wing is added to the present plant. 


CONSUMER CREDIT 


Next, consider the growing importance 
of consumer credit. This development 
has brought a train of problems in its 
wake; but our great mass-production in- 
dustries could not be supported without 
credit selling. 

Installment-credit selling in some form 
is here to stay, although no one knows 
exactly what level it will attain in our 
national economy. Increasingly, credit is 
an important point to take into account 
in selecting dealers and distributors. 
Where sound financing is not available 
to otherwise acceptable dealers, the man- 
ufacturer can probably organize such fi- 
nancing services or help arrange for them. 


OUR DYNAMIC ECONOMY 


Ours is a dynamic economy, constantly 
undergoing rapid changes, and _ these 
changes can have immediate or long- 
range effects on marketing plans. For ex- 
ample, what weight should be given to 
the fact that, for every person added to 
the potential labor force since 1940, two 
were added to the group to be supported 
by the labor force? 

What should be the influence on mar- 
keting of the growing numbers of our 
population in the lower-age groups? Since 
1950, the group under five years of age 
has increased 1614 per cent; and the 5- 
to 13-age group, 35 per cent. 

What is the marketing impact of the 
growth of the suburbs? In Philadelphia, 
for example, the population of the met- 
ropolitan area has increased 36 per cent 
since 1940, the city proper is up over 14 
per cent, and the surrounding suburban 
areas are up 69 per cent. 

What are the implications for advertis- 


ing and sales of the movement of our 
population to states in the West and the 
Southwest, and the population growth of 
other states adjacent to the population 
centers of the Atlantic seaboard? 

What is the significance to the market- 
ing function of an increase since 1950 of 
35 per cent in the highly skilled profes- 
sional and technical group in industry, 
and a decrease in the number of unskilled 
workers? 

Should an increase of 32 per cent since 
1946 in the number of women in the 
work force be a factor in making market- 
ing plans and projections? 

What is the significance of the tremen- 
dous gain in productivity on the farm, 
with one farm worker now producing 
the food requirements of twenty people 
in 1957, as against less than ten in 1940? 

What bearing does increased leisure 
time have on marketing decisions? 

Public and private insurance plans 
covering hospital, surgical, and medical 
care, health-and-accident insurance, life 
insurance, and pension funds have assets 
totaling an estimated $7214 billion, and 
are increasing at the rate of almost $5 
billion per year. What is the importance 
of this deferred income to long-range 
sales planning? 

Forces such as these exert a steady pres- 
sure for an infinite variety of goods. 
Knowledge of these forces, their direc- 
tions, and their intensity—with an under- 
standing of their effect on business—give 
the marketing executive his greatest 
value. 

Marketing is the essential link between 
production and consumption. It is the 
medium by which the changing demands 
of customers who are free to buy what 
they want, and where they want, are 
transmitted to a complex industrial ma- 
chine capable of filling these wants. But 
a sense of direction is required, which 
the marketing function can supply. 


HAVE WE A DECLINE IN ADVERTISING 
APPROPRIATIONS? 


KENNETH H. MYERS 


Are advertiing appropriations, as related to share of national income, at an all-time 
high? Most advertising men say “yes” without hesitation. 


But this is not true, as a distinguished business historian demonstrates in this article. 
Actually advertising’s current share of national income is lower than in any decade from 


the 18g90’s through the 1930’s. 


The author points out that this phenomenon is related to the fact that advertising 
expenditures in constant dollars go farther than thirty years ago. In fact, they result in 


THE FACTS 


O suGGEsT that advertising expendi- 

tures have been tapering off at a per- 
manently lower level in relation to na- 
tional income may seem like heresy to 
advertising-agency executives. And, to 
agency clients, faced with rising costs of 
advertising space and time, a statement 
that advertising budgets are significantly 
lower than in an earlier era may seem 
preposterous. 

Yet the volume of advertising expend- 
itures in relation to national income de- 
clined by over three-fifths between 1921 
and 1945. And, a post-World War II 
revival of advertising has boosted the 
relationship to only about two-thirds of 
the level of the 1920s. The evidence is 
clear-cut. See Table 1. 


A BRIEF EXPLANATION 


As shown in Table 2, per capita na- 
tional income rose from $677 in 1929 to 


@ About the Author. Kenneth H. Myers is Chair- 
man of the Department of Production Manage- 
ment, School of Business, Northwestern University. 
He received both his A.B. and M.B.A. from Har- 
vard University, and his Ph.D. in marketing from 
Northwestern University. 

Dr. Myers is co-author with Harold Williamson 
of Designed for Digging (Northwestern University 
Press, 1957), a history of the Bucyrus-Erie Com- 
pany. Currently he is writing a history of Standard 
Rate and Data Service, Inc. 
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2, times greater per capita exposure to advertising. 


TABLE 1 


ADVERTISING EXPENDITURES AS A PER CENT OF 
NATIONAL INCOME 


Year % Year % 


National Income, 1880-1930—U.S., Bureau of National 
Affairs. Verbat-m Record of the Proceedings of the Tempo- 
rary Notional Economic Committee, 1938. Reference Data 
Section Il, Table 5, p. 41. 

National Income, 1940-1950—U.S., Office of Business Eco- 
nomics, Survey of Current business: July, 1957. 

National I: come, 1955-1957—U.S., Office of Business Eco- 
nomics, Survey of Current Kuxinesx: February, 1958, p. 9. 

Advertising Expenditures. 1870-1950—Adrertixers Guide 
To Marketing for 1957; Printers’ Ink Supplement (New 
York : Romer Publishing Company, August, 1956). 

Advertising Expenditures. 1955-1956—Adovertisers’ Guide 
To Marketing for 1958; Printers’ Ink Supplement (New 
York: Romer Publishing Company, Awzust, 1957), p. 55. 

Advertising Expenditures, 1957—Advertixers’ Guide To 
Marketing for 1959; Printers’ Ink Supplement (New York: 
Romer Publishing Company, October 31, 1958), p. 155. 


$1,725 in 1957, an increase of 155 per 
cent—whereas advertising expenditures 
per capita rose from $29 in 1929 to $60 
in 1957, an increase of only 107 per cent. 

Other things being equal, an absolute 
decline in per capita exposure to adver- 
tising might have resulted. This was not 
the case, however. Instead, improved me- 
dia efficiency permitted the 1957 adver- 
tising expenditure of $60 to purchase at 
least two-and-a-half times the exposure 
to advertising “space and time” as did 
1929's expenditure of $29. Thus, the 
consumer is more subject to exposure 
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Per Caprta CHANGES IN 
NATIONAL INCOME, DisPOsABLE PERSONAL INCOME, AND ADVERTISING EXPENDITURES 
AT Se_ectep INTERVALS, 1919-1957 


Per Capita Data* in §$ and as a %, of 1929 


Per Cent Change from 1929 Levels 
(1929 — 100) 


Disposable* 
Personal 
Income 


National® 
Income 


Advertising* 


Expenditures 


Disposable 


National Personal 


$ 1929—100 


$ 1929-100 § 


1929=100 Year 


Advertising 
Expenditures 


Income Income 


645 
666 
556 
1,454 
2,075 


N.A. 
677 
536 

1,255 

1,725 


22 
29 
15 
35 
60 


1919 
1929 
1939 
1949 
1957 


03(—) 
0 
17(-) 

118 

212 


25(—) 

0 
48(—) 
20 


N.A. 

0 
21(—) 
86 


155 107 


* 1919-1949—U. S., ees of the Census, Statistical Abstract of the United States: 


the United States,” 
1957—U.S. 
» 1919-1929—U.S., 
Committee: 1938. Reference Data Section II, p. 41, Table 5. 


1957. “Total Population Residing in 


Office - Business Economics, Survey of Current Business: April, 1958, 8-11. 
Bureau of National Affairs, Verbatim Record of the Proveedings of the Temporary National Economic 


1939-1949—U.S., Office of Business Economics, Survey of Current Business: July, 1957. 


1957—U.S., 
© 1929-1949—U.S., 


estimate. 


Office of Business Economics, Survey of Current Business: February, 1958, p. 9. 
Bureau of the Census, Statixtical Abstract of the United States: 1957. 
1957—U.S., Office of Business Economics, Economic Report of The President, January, 


1958, p. 10. This is a preliminary 


41919- ee i908) pO. Guide To Marketing for 1957; Printers’ Ink Supplement (New York: Romer Publishing Com- 


pany, August, 1956 


to advertising appeals than ever before; 
but, relative to his new level of income, 
the indirect cost of such exposure is less. 


THE CHANGING ECONOMIC ENVIRONMENT 
1880-1929 


Between 1880 and the 1920s, adver- 
tising expenditures grew more rapidly 
than did national income, reaching a 
peak of 4.5 per cent in 1921. This trend 
reflected the growth of national markets 
and the transition of the United States 
from a predominantly agricultural so- 
ciety to the world’s foremost industrial 
economy. 

The relationship between national in- 
come and advertising remained at a high 
level throughout the 1920s, averaging 4.3 
per cent for the decade ending in 1930. 
Even before the “great depression” of 
the 1930s, however, advertising declined 
consistently from the 1921 peak of 4.5 
per cent to 3.8 per cent of national in- 
come by 1930. 


5. 
1957—Printers’ Ia "(New York: Romer Publishing Company, January 31, 1958), p. 48. This is a preliminary estimate. 


The 1930s and Prewar Years 


During the early gos, the level of busi- 
ness activity declined more rapidly than 
business expectations. Advertising ex- 
penditures in relation to national in- 
come registered 4.3 per cent in 1931, and 
4-1 per cent in 1932. Following this res- 
pite, the downward trend of the 1920s 
was resumed. Except for 1938, when 
business activity again fell off more rap- 
idly than advertising budgets could be 
adjusted, the relationship of advertising 
expenditures to national income declined 
steadily for twelve years, reaching a low 
of 1.5 per cent in 1943 and 1944. 

While the latter figure may be attrib- 
uted in part to war-induced shortages of 
consumer goods, industrial goods, and 
newsprint, the prewar years of 1932-1941 
witnessed a rise in national income from 
$40.0 billion to $104.7 billion—an in- 
crease of more than 150 per cent—while 
advertising expenditures rose from $1.6 
billion to $2.2 billion—only 37 per cent. 
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The Postwar Years 


The postwar years of 1946-1957, by 
way of contrast, showed considerable 
strengthening of the position of advertis- 
ing in the economy. Yet the peaks at- 
tained today still fall significantly short 
of earlier levels. 

Starting from 1.9 per cent of national 
income in 1946, advertising expenditures 
rose only to 2.6 per cent of the same base 
by 1953. During these first eight years 
of the postwar period (1946-1953), the 
failure of advertising expenditures to 
climb more rapidly might be attributed 
to several factors: the almost chronic 
undersupply of goods; inflationary pres- 
sures, which resulted in sales prices being 
boosted faster than advertising budgets; 
the very large portion of national in- 
come consumed by taxes; and the corre- 
sponding expenditures by Government 
agencies. 

For these reasons, the early postwar 
years and the period of the Korean War 
cannot be considered “normal” in re- 
spect to incentives to advertise. However, 
the four years following 1953 (1954-1957) 
may well be considered the postwar 
“normal” for the economy. 

The average relationship of advertis- 
ing expenditures to national income dur- 
ing these years (1954-1957) was only 2.8 
per cent, or about two-thirds of the av- 
erage for the 1920s. Even if the greatly 
increased level of taxation during the 
postwar years is “eliminated” by relating 
advertising expenditure to disposable 
personal income (essentially, national in- 
come minus taxes), as in Table 2, the 
1954-1957 advertising budgets still lag 
far behind pre-1930 levels. 


An Interesting Phenomenon 

Except for 1938 and possibly 1958, ad- 
vertising appropriations have increased 
every year. Although advertising practi- 


tioners have received encouragement 
from this, the drop in dollar expendi- 
tures for advertising compared to na- 
tional income indicates that the relative 
importance of advertising in the econ- 
omy has significantly declined. 

It is amazing that this phenomenon 
took place during the period when the 
growth of the discount house and self- 
service retailing was placing an increased 
emphasis on brand merchandising. One 
might have imagined that, as personal 
selling costs declined because of the ex- 
pansion of service-saving institutions and 
brand merchandising, advertising costs 
for consumer goods would have risen. 
And, since most advertising expenditures 
are for consumer goods, total advertising 
expenditures as a percentage of national 
income might also have been expected to 
have risen to an all-time high. But they 
have not. 


GREATER MEDIA EFFICIENCY 


There are many explanations for the 
decline. One reason is that advertising 
has become more “efficient”; that is, it 
costs less to convey a message or to make 
an impact than in earlier years. And 
there is considerable evidence to support 
this hypothesis. 


Metropolitan Newspapers, Consumer 
Magazines, and Business Papers 


In the three major types of printed 
mass media—metropolitan newspapers, 
consumer magazines, and business papers 
—the cost of buying equivalent space-cir- 
culation units, expressed in constant dol- 
lars, is only two-thirds to one-half of the 
1929 cost, and is on a par with the costs 
of the early 1920s. These conclusions are 
based upon an analysis of ten major met- 
ropolitan newspapers, fourteen consumer 
magazines, and ten business papers over 
a 38-year period. See Table 3. 

Business papers have held the “cost 
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Cost oF Buyinc IDENTICAL SpAce-CiRCULATION Units, 1919-1958, 
IN CURRENT* AND CONSTANT” DOLLARS 


10 Major Metropolitan Newspapers* 14 Consumer Magazines* 10 Business Papers* 


Current Constant § Current Constant Current $ Constant 


* Current dollars are presented as an index derived from the rates explained in footnotes c, d, and e, using 1929 = 100. 

>» Constant dollars are presented as an index derived from the rates explained in footnotes c, d, and e, using the Wholesale 
Price Index, New Series: 1547-1949 = 100% of the Bureau of Labor Statistics. 

© Based upon the flat-line rates and circulations of the following morning daily newspapers as these rates appear in 
Standard Rate and Data Service, Newspaper Section, as of May 15 (except for the year 1919, which was taken as of June 1): 
Boston Herald ; Chicago Tribune ; Cleveland Plain Dealer ; Detroit Free Press; Los Angeles Times; New York News; Phila- 
delphia Inquirer; Pittsburgh Post Gazette; St. Louis Globe Democrat ; San Francisco Chronicle. 

Based upon the general advertising rates for a single page of advertising, black and white, and circulations of the follow- 
ing magazines as these rates appear in Standard Rate and Data Service, Magazine Section, as of May 15 (except for the year 
1919, which was taken as of June 1): American, Atlantic Monthly, Colliers, Cosmopolitan, Field and Stream, Good House- 
keeping, Harper’s, House Beautiful, Ladies Home Journal, Life, National Geographic, Popular Mechanics, Saturday Evening 
Post, Woman’s Home Companion. 

* Based upon the general advertising rates for a single page of advertising, black and white, and circulations of the follow- 
ing business papers as these rates appear in Standard Rate and Data Service, Business Paper Section, as of May 15 (except 
for the year 1919, which was taken as of June 1): Architectural Forum, Bakers Review, Banking, Furniture Retailer (for- 
merly Furniture Age), Hardware World, Industrial and Engineering Chemistry, Mining Congress Journal, Motor, Oral Hy- 
giene, Petroleum Refiner. 


line” with $101 (in 1958 dollars) neces- 
sary to buy the same space-circulation 
units that cost $100 in 1929. In constant 
dollars, the 1958 cost has declined to $52, 
lower than at any time during the great 
depression, and 48 per cent below the 
1929 level. 

Metropolitan newspapers charge only 
$115 (in 1958 dollars) for space-circula- 
tion units which cost $100 in 1929. In 
constant dollars, the 1958 cost is only 60 
per cent of the 1929 level. 

Finally, the consumer-magazine rates 
for 1958 were up only 25 per cent from 
1929 rates (both figures expressed in cur- 
rent dollars). They were only 64 per cent 
of 1929 rates in constant dollars. 


The publishing industry is character- 
ized by high fixed charges (mainly edi- 
torial and art work; engraving and type- 
setting; and printing “make ready”), and 
low variable costs (materials, press time, 
and distribution costs). So, the most sig- 
nificant reason for the reduction in “real” 
cost of advertising in printed media is 
probably increased circulation. 

The 1958 circulation levels for the 
newspapers, consumer magazines, and 
business papers analyzed were 208 per 
cent, 228 per cent, and goo per cent re- 
spectively of the circulations for 1929. 
See Table 4. The underlying causes for 
these increases are total population, up 
23 per cent; urban population, up 29 per 
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CHANGES IN CircuLaTion, 1919-1958 


10 Major Metropolitan Newspapers 


14 Consumer Magazines 


10 Business Papers 


Millions 1929—100%, 


Millions 


1929—100%, Millions 1929—100%, 


9.549 56 
16.998 100 
22.448 132 
32.179 188 
38.427" 228 


095 
124 
277 
335 
Al0 


“Includes June 1, 1956, circulations of American, Colliers, and Woman’s Home Companion, and the July, 1957, circula- 


tion of all other magazines listed in Table 3. 
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. Year 
1919 _— "ee! $ 91 $ 63 $ 64 $ 44 | 
1929 100 100 100 100 100 100 
1939 79 98 87 107 71 88 
1949 79 49 90 56 89 55 
1958 115 60 125 64 101 52 
Vie 
1919 1.598 56 
1929 2.839 100 100 
. 1939 4.370 154 221 
1949 5.996 210 270 
1958 5.901 208 330 : 
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cent; and reduction in the number of 
printed media, down 14 per cent. 


Network Television 


The record of network television costs 
since 1950 is particularly significant. The 
Printers’ Ink Cost-Index-Per-Million- 
Home-Hours-of-Television-Use, meas- 
ured in current dollars, declined from 
$100 in 1950 to $40 in 1957. When the 
decline in production-and-talent-cost per 
$100 expended for network television 
time is considered (from $143 in 1950 
to $75 in 1954 and succeeding years), the 
corrected television-cost index declined 
to $29 in 1957 for the same number of 
home hours of television reception as 
cost $100 in 1950. 

On a similar basis, spot-television costs 
are estimated to have declined from $100 
in 1950 to $47 in 1957. Finally, because 
these figures are in current dollars rather 
than in constant dollars, the decline in 
“real” costs to advertisers in terms of 
other possible uses of their funds is un- 
derstated in proportion to 1950-1957 dol- 
lar inflation. 


Network Radio 


Although precise figures for network 
radio cost-per-million-hours-of-home-and- 
automobile-use are not generally avail- 
able, the historical cost trend of radio 
up to 1946 was quite similar to that of 
television between 1950 and 1957, that 
is, rapidly declining in terms of the 
cost-per-million-hours-of-home-or-auto- 
mobile-radio use. Moreover, radio adver- 
tising costs since 1946 also appear to 
have declined significantly, even when 
measured in current dollars. For exam- 
ple, the network-radio-cost index dropped 
from $119 in 1946 to $108 in 1957.1 

Reasons for the decline in both radio 
and television cost-per-unit-of-receiver 


1 Printers’ Ink, Advertisers’ Guide To Marketing 
For 1958 (August, 1957), pp. 107-108. 


use are similar to those for printed me- 
dia, with the important exception that 
nearly all editorial, production, and dis- 
tribution costs are “fixed.” Because of 
their higher proportion of fixed costs, 
increases in “circulation” of broadcast 
media have been accompanied by even 
greater reductions in advertiser cost than 
in the case of printed media. The 71 per 
cent drop in television advertising costs 
between 1950 and 1957 is illustrative of 
this characteristic. 


Decline in Relative Advertising Cost 


In summary, the cost (in constant dol- 
lars) of using each of the mass media of 
the advertising industry—newspapers, gen- 
eral magazines, business papers, radio, 
and television—has declined significantly 
since the 1920s. In other words, adver- 
tising media have become more efficient. 


Shifts in Relative Importance of Media 

Accompanying these changes in cost 
of individual advertising media has been 
a major shift in the relative importance 
of media. As indicated by Table 5, the 
long-run movement has been away from 
printed media, especially newspapers, to 


TABLE 5 


DIsTRIBUTION OF ADVERTISING EXPENDITURES BY MEDIA 
For Sececrep YEARS, 1921-1957 


Media 1921* 1935° 1948” 1957° 
% % % % 
Business papers 5 3 5 6 
Direct mail 23 17 14 14 
Farm publications 2 B A 3 
Magazines 12 8 11 8 
Newspapers 47 45 36 $2 
Outdoor 4 2 3 2 
Radio - 7 12 6 
Miscellaneous 7 18 19 19 
Total 100 ©6100 


* Figures prepared by the Associated Advertising Clubs of 
the World; Crain’s Market Data Book and Directory (Chi- 
cago: G. D. Crain, Jr., Co., 1921), p. 25. 

Advertisers’ Guide to Marketing for 1958, Supplemen’ 
Printers’ Ink (New York: Romer Publishing Company, 
gust 1957), p. 55. 

© Advertisers’ Guide to Marketing for 1959, Supplement to 
Printers’ Ink (New York: Romer Publishing Company, Oc- 
tober 31, 1958), p. 155. 


HAVE WE A DECLINE IN ADVERTISING APPROPRIATIONS? 


the audio and audio-visual techniques. 
Because of the higher proportion of 
fixed to variable costs characteristic of 
broadcast media, their importance rela- 
tive to print media may continue to grow. 


CONCLUSIONS 


Advertising and Disposable 
Personal Income 


As noted above, the cost in constant 
dollars of printed media declined ap- 
proximately 40 per cent for equivalent 
space-circulation units during the period 
1929-1958 (Table 3). Also, the cost-per- 
audience unit for audio-visual media 
declined by considerably more than this 
amount during the same period. 

Meanwhile, advertising expenditures 
per capita rose from $29 in 1929 to $60 
in 1957. Measured in constant dollars 
(Bureau of Labor Statistics Wholesale 
Price Index), the expenditure per capita 
in 1957 was approximately 162 per cent 
of that of 1929. Since the 1957 media 
costs for a given space-circulation unit or 
time-receiver unit have been found to 
be not more than 60 per cent of those of 
1929, the minimum apparent physical 
volume of advertising per capita for 
1957 is approximately two-and-a-half 
times that of 1929. 

During this same period (1929-1957), 
disposable personal income per capita, 
measured in constant dollars (Bureau of 
Labor Statistics Consumer’s Price Index), 
rose only one-and-a-half times. 


Two Conflicting Trends 


During the last two decades there have 
been two conflicting trends affecting the 
relation of advertising expenditures to 
national income. 

On the one hand, there are a number 
of factors which tend to make advertis- 
ing more efficient and thereby reduce 
advertising expenditures: increasing pop- 
ulation, continued urbanization, consol- 
idation of printed media, competition 
between new and old forms of mass me- 
dia, advances in the art of media selection 
and utilization, trends toward product- 
line merchandising, and improvements 
in media technology. These tendencies 
result in “built-in” recessionary pres- 
sures, largely independent of the per- 
formance of the general economy. 

On the other hand, there are expan- 
sionary pressures arising from such fac- 
tors as increased emphasis upon brand 
merchandising and self-service, and the 
need for more aggressive promotional ef- 
fort as disposable personal income rises. 

Since the 1920s, the recessionary tend- 
encies have prevailed over the expan- 
sionary pressures to the extent that ad- 
vertising expenditures in relation to 
national income have declined to around 
two-thirds of the level of the 1920s. Yet 
at the same time the physical volume of 
advertising per capita has expanded to 
over two-and-a-half times the level of the 
1920s. 
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THE USE OF MARKETING DATA IN 
COURTS OF LAW 


HIRAM C. BARKSDALE 


The increasing use of marketing data as legal evidence seems certain. And recent court 


decisions mean that everyone interested in marketing, advertising, and survey research 
should be familiar with the use of marketing data in courts of law. 

This article reviews pertinent features of the American legal system. It also describes 
some of the unusual problems in collecting and presenting marketing data to courts and 


HERE is still much confusion, un- 
and mysticism surround- 
ing the collection and presentation of 
marketing-research data as legal ev- 
idence. This is due largely to differences 
in language, terminology, and concepts 
between the fields of law and marketing 
research. 

Estimates of consumer attitudes, im- 
pressions, or understanding have evolved 
as the basis for establishing violation of, 
or compliance with, certain laws. Yet 
the statutes themselves do not set forth 
the criteria to be used in determining 
violation. Rather, the courts, in inter- 
preting the statutes, have developed 
standards which explicitly depend upon 
consumer knowledge and behavior. 

Areas of litigation where consumer 
impressions or public attitudes may be- 
come an issue include: trade-mark and 
trade-name confusion; false and mislead- 
ing advertising; adulterated and mis- 
branded foods, drugs, and cosmetics; 


@ About the Author. Hiram C. Barksdale, a gradu- 
ate of the University of Georgia (1948), and with a 
Ph.D. in marketing from New York University 
(1955), is Associate Professor of Marketing at the 
School of Commerce, N.Y.U. He also lectures at the 
University’s Graduate School of Business Adminis- 
tration, and is Senior Analyst of the Advertising 
Research Foundation. 

Dr. Barksdale has also taught marketing at Wash- 
burn University. He is the author of The Use of 
Survey Research Findings as Legal Evidence (New 
London: Printers’ Ink Books, 1957). 
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administrative agencies. Standards for survey-research evidence are also explained. 


and design patent and copyright in- 
fringement. 

Despite assertions by legal tribunals 
that consumer reactions were the proper 
criterion in deciding such cases, they 
have been reluctant—and in many cases 
have refused—to accept marketing data 
which purports to reveal consumer be- 
havior. In general, tribunals have at- 
tempted to place themselves in the po- 
sition of the ordinary purchaser and 
weigh the probability of deception and 
the likelihood of confusion. Judicial es- 
timates of consumer understanding and 
public opinion often become the basis 
for decision. Recent decisions, however, 
suggest that considerable progress is be- 
ing made in overcoming this seeming 
contradiction in legal theory and prac- 
tice, 

In antitrust cases, sample surveys have 
been employed to obtain information 
on the quantitative features of particu- 
lar firms or industries and to investigate 
the extent of competition in specific 
markets. Public utilities have offered 
state regulatory commissions estimates 
of the reproduction cost of physical 
property, based on samples of total 
property, as the proper base for deter- 
mining rates. Results of projective tests, 
using pictures of brown and white dolls, 
given to small samples of Negro children 
were presented as evidence in three of 
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the school-segregation cases. Surveys 
have also been used to investigate the 
adequacy of regulated services, such as 
airline service between different cities, 
in terms of existing demand, to help es- 
tablish the need for additional facilities.' 


THE LAW AND SURVEY EVIDENCE 


While marketing-research data _fre- 
quently have been admitted in evidence, 
such evidence has generally played a 
limited role in legal decisions. The re- 
luctance of courts to accept the results 
of marketing surveys can be explained 
by reference to particular features of the 
legal system concerned with the admissi- 
bility of evidence. 

Whenever a controversy is decided by 
litigation, there are two functions to be 
performed: the determination of the 
facts involved in the controversy, and 
the application of the law to the facts 
established.* These two functions are di- 
vided between the judge and the jury. 
It is the responsibility of the jury to de. 
cide the facts of the controversy, while 
the judge determines the principles of 
law that should control the case. In non- 
jury trials the judge performs both func- 
tions. 


Adversary Trial Procedure 


The adversary trial procedure places 
the responsibility for discovering the 
facts and presenting the evidence upon 
the litigants and not the courts.* The 
theory underlying this procedure is that 
each litigant will present the strong 


*H. C. Barksdale, The Use of Survey Research 
Findings as Legal Evidence (New London, Connect- 
icut: Printers’ Ink Books, 1957). 

*J. Frank, Courts on Trial (Princeton, New Jer- 
sey: Princeton University Press, 1949), pp. 3-4- 

*J. H. Wigmore, Anglo-American System of Evi- 
dence in Trials ac Common Law, Third Edition 
(Boston: Little, Brown and Co., 1940), Vol. 9, p. 
266. 


points of his own case and also attempt 
to demonstrate the weaknesses in the 
evidence presented by his opponent.* 

The courts have no independent in- 
vestigating facilities and no funds to fi- 
nance independent research. Therefore, 
the facts must be presented to the court, 
and the law is applied to the facts discov- 
ered and disclosed by the litigants. Con- 
sequently, the adversary trial system is 
not a scientific investigation for the dis- 
covery of truth, but rather a means of 
finding a basis of fact, as close an ap- 
proximation of the truth as possible, for 
the orderly settlement of disputes.® 


Rules of Evidence 


The introduction of testimony and 
presentation of information to the court 
are regulated by the common-law rules 
of evidence. They are primarily rules of 
caution, developed through trial experi- 
ence, designed to avoid potential sources 
of error. Guided by the rules of evi- 
dence, the judge settles any questions re- 
garding admissibility of data offered in 
evidence. The jury, on the other hand, 
has no legal rules to guide it in evaluat- 
ing evidence once admitted. Thus, the 
weight or credibility of evidence after it 
is accepted depends entirely upon com- 
mon sense and human judgment.’ 

It is a general rule that evidence that 
is logically relevant to the issues, mate- 
rial to the substantial matters in dispute, 
and competent in character for the pur- 
pose for which it is offered is properly 
admitted in courts of law. There are, 
however, many qualifications of the gen- 
eral rule. 


*E. M. Morgan, “Hearsay Dangers and the Ap- 
plication of the Hearsay Concept,” Harvard Law 
Review, Vol. 62 (December, 1948), p. 185. 

° Same reference, pp. 184-185. 

* Same reference as footnote 3, Vol. 1, p. 35. 

*Same reference as footnote 3, Vol. 9, pp. 502- 
503- 
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Hearsay Rule 


A statement is classified as hearsay, and 
is therefore inadmissible as evidence, 
when the probative value of the state- 
ment depends upon the competency and 
credibility of some person other than 
the witness attesting to the statement.*® 
In other words, the hearsay rule ex- 
cludes statements made out of court 
when they are offered as proof of the 
facts asserted. 

The theory of the rule is based on the 
premise that cross-examination, in the 
presence of the court, will expose any 
latent defects or inaccuracies, if they ex- 
ist, in assertions of witnesses. The cri- 
terion for distinguishing hearsay from 
non-hearsay is the opportunity for cross- 
examination of the declarant.!° Gener- 
ally, if the opponent objects, assertions 
which have not been subjected to the test 
of cross-examination are rejected." If no 
objection is raised, the court may admit 
hearsay evidence, and the trier of fact 
may properly appraise its probative 
value as if it were admissible.’? 

All exceptions to the hearsay rule may 
be explained in terms of two principles— 
necessity and reliability.1* In some in- 
stances, the application of the test of 
cross-examination in the presence of the 
court is impossible, and it is necessary to 
accept the evidence untested or lose its 
benefits entirely.* If it is impossible to 
test the evidence by cross-examination, 

* Same reference as footnote 3, Vol. 5, pp. 2-3. 

* Same reference as footnote 8. 

J. M. Maguire, Evidence: Common Sense and 
Common Law (Chicago: Foundation Press, Inc., 
1947), P- 15- 

™ Same reference as footnote 3, Vol. 5, p. 3- 

*E. M. Morgan, “Hearsay Dangers and the Ap- 
plication of the Hearsay Concept,” Harvard Law 
Review, Vol. 62 (December, 1948), p. 183. 

™ J. H. Wigmore, same reference as footnote 3, 
Vol. 5, p. 202; also “Evidence—Hearsay—Admissi- 
bility of Public Opinion Polls,” Minnesota Law 


Review, Vol. 37 (April, 1953), p. 387. 
* Same reference as footnote 13, p. 204. 


and if the circumstances surrounding 
the situation indicate the reliability of 
the data, the evidence may be accepted. 
Thus, the second principle, combined 
with the first, constitutes an accepted 
substitute for cross-examination.’® 

The hearsay rule frequently has been 
the basis for objection to the admission 
of the findings of marketing surveys in 
evidence. Indeed, a study of the cases 
where survey data have been presented 
in litigation reveals that the hearsay doc- 
trine has been the major obstacle to the 
acceptance of this type of evidence. 


Opinion Rule 


Opinions of witnesses generally are 
inadmissible as evidence. The formation 
of opinions and determination of con- 
clusions are the duty and privilege of 
the judge or jury, as the case may be. 
Witnesses are required to give only facts, 
based on personal observation. The 
opinion rule excludes inferences, reflec- 
tions, and conclusions drawn from these 
facts.1® 

However, an important qualification 
of the rule allows persons with special 
skill, knowledge, and experience to pre- 
sent their opinions after qualifying as 
experts. Another exception to the rule 
permits non-experts or lay-witnesses to 
express their opinions when it is impos- 
sible or impractical to reproduce ade- 
quately for the jury or the judge the ob- 
served data on which the opinions are 
based.17 

Expert testimony is admitted to aid 
and guide the judgment of the jury on 
matters which lie outside the experience 
of people in general. However, opinions 
of expert witnesses are merely advisory, 

% Same reference as footnote 14. 


* Same reference as footnote 3, Vol. 7, p. 4. 
* Same reference as footnote 3, Vol. 7, pp. 21-22. 
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and the triers of the facts determine the 
weight to be accorded such testimony. 

Expert witnesses have played an im- 
portant role in cases where marketing 
survey results have been offered as evi- 
dence. They have been called upon to 
interpret survey data for the court. They 
have also served to challenge and dem- 
onstrate weaknesses in evidence pre- 
sented by opponents. 


Judicial Notice 


Judicial notice is the recognition and 
acceptance by the tribunal of certain 
facts without requiring evidence to prove 
those facts. The theory is that matters 
which are commonly accepted to be true 
by people who are qualified to know 
need not be proved.'* A wide range of 
facts, extending all the way from census 
data to the customs of society, has been 
noticed by the courts. 

Judicial notice does not preclude the 
presentation of evidence on facts no- 
ticed, and opponents may introduce evi- 
dence to dispute facts which have been 
recognized without proof.’ 

The doctrine of judicial notice is not 
subject to the hearsay rule. For this rea- 
son, judicial notice has been suggested as 
a means of avoiding the hearsay ob- 
jection when introducing marketing- 
research data as legal evidence.” 


Administrative Law 


During the twentieth century there 
has been a tremendous increase in the 


* Metropolitan Opera Association, Inc., vy. Pilot 
Radio Corp., 189 Misc. 505, 508, 68 N.Y.S. 2d 789, 
792 (Sup. Ct. 1947); also same reference as footnote 
3, Vol. 9, p. 532- 

* Same reference as footnote 3, Vol. 9, p. 535- 

»” N. C. Meier and H. W. Saunders (Editors), The 
Polls and Public Opinion (New York: Henry Holt 
and Company, 1949), Section 9 by F. R. Kennedy, 
“Law and the Courts,” p. 102. See also “Social and 
Economic Facts—Appraisal of Suggested Techniques 
for Presenting Them to the Courts,” Harvard Law 
Review, Vol. 61 (April, 1948), pp. 692-702. 


number of U.S. administrative. agencies 
possessing quasi-judicial authority, inde- 
pendent of the courts. Numerous admin- 
istrative agencies have been granted ad- 
judicative authority, and these agencies 
probably decide more cases today than 
the courts.*? 

Administrative hearings follow the 
general pattern of court procedure. 
There are, nevertheless, significant dif- 
ferences between quasi-judicial hearings 
and court trials. The procedural rules 
of administrative tribunals are less com- 
plicated and more informal.” Adminis- 
trative hearings are conducted without 
juries. The common-law rules of evi- 
dence are not binding upon administra- 
tive tribunals, unless there are statutory 
provisions that these rules are to be fol- 
lowed.** Administrative agencies prose- 
cute, try, and decide cases.** 

In addition, administrative agencies 
exercise powers of investigation, inspec- 
tion, and examination which courts do 
not possess.2> Agency investigations may 
supply information which leads to ad- 
judication, produce material to be used 
as evidence during hearings, or provide 
data on the violation of quasi-judicial 


=C. H. Kinnane, Anglo-American Law (Indian- 
apolis: Bobbs-Merrill Company), p. 396. 

* Same reference, p. 424. 

* Federal Trade Commission v. Cement Institute 
et al., 333 U.S. 683, 705-706 (1948); Rhodes Pharma- 
cal Co. v. Federal Trade Commission, 208 F. 2d 382, 
387 (7th Cir. 1953), rev’d, 348 U.S. g40 (1955); Wil- 
lapoint Oysters, Inc. v. Ewing, 174 F. 2d 676, 690 
(gth Cir. 1949), cert. denied, 338 U.S. 860 (1949); 
J. H. Wigmore, same reference as footnote 3, Vol. 
1, pp. 43 and 44; B. Schwartz, “A Decade of Ad- 
ministrative Law: 1942-1951," Michigan Law Re- 
view, Vol. 51 (April, 1953), p. 815; K. C. Davis, Ad- 
ministrative Law (St. Paul, Minnesota: West Pub- 
lishing Co., 1951), p. 454; C. H. Kinnane, same 
reference as footnote 21, p. 424. 

* Same reference as footnote 21, p. 425. 

* B. Schwartz, “A Decade of Administrative Law: 
1942-1951,” Michigan Law Review, Vol. 51 (April, 
1953), Pp- 784-785; E. F. Howrey, “Economic Evi- 
dence in Antitrust Cases,” THE JOURNAL OF MAR- 
KETING, Vol. 19 (October, 1954), p. 122. 
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decisions. On the other hand, adminis- 
trative investigations may be unrelated 
to litigation.*® 

Administrative agencies have jurisdic- 
tion over several areas of litigation 
which require, in many cases, estimates 
of consumer impressions and understand- 
ing. For example, the Federal Trade 
Commission has jurisdiction over false 
and misleading advertising; the Patent 
Office hears trade-mark opposition and 
interference cases; and responsibility for 
misbranded and adulterated foods, drugs, 
and cosmetics rests with the Food and 
Drug Administration. 


LITIGATION AND SURVEY EVIDENCE 


The law of survey evidence has evolved 
over a period of years. It exists in the 
opinions of cases where survey findings 
have been offered in evidence. 

Whenever marketing-research findings 
are offered as evidence in legal proceed- 
ings, the first question to be decided is 
whether the data are admissible. This is 
a question of admissibility, a question of 
law, decided by the judge. Once the sur- 
vey results are accepted in evidence, 
there is still the question of weight or 
credibility to be assigned to the data. 
This is a question of probative value, a 
question of fact, decided by the jury (or 
by the judge in non-jury trials). 

In the past, when dealing with survey 
evidence, tribunals have been primarily 
concerned with the question of admissi- 
bility. Today, however, there is much 
less controversy about the admissibility 
of survey evidence; and more attention 
is given to the quality of the research 
and the consequent weight to be at- 
tached to the findings. Nonetheless, cer- 
tain rules of evidence must be satisfied 
before survey evidence is admitted by a 
tribunal. 


* Same reference as footnote 21, p. 432. 


Generally, when presenting marketing- 
survey results to a court, a written report 
of the research findings is offered in evi- 
dence for evaluation by the trier of fact. 
A foundation for admissibility of the 
written report is laid by direct testimony 
of executives responsible for planning 
and directing the survey. This testimony 
may be supplemented by that of inter- 
viewers or field supervisors or both. In 
addition, various documents and mate- 
rials used in completing the survey must 
generally be made available to the court. 

Whenever a litigant seeks to intro- 
duce as evidence facts elicited from a 
witness not having firsthand knowledge 
of those facts, the hearsay rule is applied. 
Since interviewees are not usually called 
as witnesses and, therefore, are not avail- 
able for cross-examination when survey 
findings are offered in evidence, it is 
common practice for the adversary to 
object to the admission of the evidence, 
arguing that it violates the hearsay rule. 

To avoid the hearsay objection, three 
theories of admissibility have been sug- 
gested. First, the proponent of the sur- 
vey may ask the court to take judicial 
notice of the survey results. Second, 
counsel may argue that survey evidence 
is not hearsay and, therefore, the hearsay 
rule does not apply. Third, the litigant 
may concede that survey evidence is 
hearsay, but contend that it should be 
admitted as an exception to the hearsay 
rule. Each of these theories will be dis- 
cussed individually. 


Judicial-Notice Theory 


Under the judicial-notice theory, the 
survey results are presented to the court, 
and the court is asked to take judicial 
notice of the survey findings without 
expert testimony regarding the conduct 
of the study. Since the hearsay rule does 
not apply to the doctrine of judicial no- 
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tice, this method of introducing survey 
results would avoid the hearsay objection. 

Judicial notice, however, is not an 
adequate procedure for dealing with 
disputed facts. Usually a court does not 
take notice of information that is not 
generally known or not available in 
standard reference books. Hence, if the 
findings of a marketing survey are the 
only source of knowledge of a particular 
topic, the survey results are not a proper 
subject for judicial notice. Legal scholars 
generally agree that the doctrine of ju- 
dicial notice does not afford a solution 
to the problem of admissibility.** 


State-of-Mind Theory 


The theory that sample-survey ev- 
idence is not hearsay and is outside the 
scope of the hearsay rule has two sig- 
nificant aspects. First, the theory is 
based on the notion that survey evidence 
is not intended to prove the truth of 


respondents’ states of mind. The theory 
rests on the premise that the hearsay 
rule excludes statements made by a per- 
son, not a witness, when they are offered 
to prove the truth or falsity of the facts 
asserted; but the rule does not apply 
when the statements are presented 
merely as evidence of the fact that the 
statements were made.** 

If a person’s state of mind is the ques- 
tion at issue, one who has witnessed con- 
duct of the individual, that would cast 
light on his state of mind, is a proper 
witness and can testify as to the person's 

“= N. C. Meier and H. W. Saunders, same refer- 
ence as footnote 20, p. 102; R. C. Sorensen and 
T. C. Sorensen, “The Admissibility and Use of 
Opinion Research Evidence,” New York University 
Law Review, Vol. 28 (November, 1953), p. 1221; 
L. E. Waterbury, “Opinion Surveys in Civil Litiga- 
tion,” Public Opinion Quarterly, Vol. 17 (Spring, 
1953), P- 73- See also: Metropolitan Opera Associa- 
tion, Inc. v. Pilot Radio Corp., 189 Misc. 505, 68 
N.Y.S. 2d 789 (Sup. Ct. 1947). 

*Same reference as footnote 3, Vol. 6, pp. 234- 
239. 


state of mind. Such conduct may con- 
sist of vocal expressions as well as facial 
expressions and gestures. When oral 
statements are offered as evidence of 
state of mind, rather than to prove the 
truth or falsity of the facts asserted, they 
do not constitute the type of evidence 
excluded by the hearsay rule. Further, 
since the truth of the content of the 
statements is not an issue, it is not neces- 
sary to cross-examine the declarant. 

For example, if one person asks an- 
other who manufactures ‘““Thunderbird”’ 
automobiles, and the respondent replies 
“General Motors Corporation,” the 
testimony of the person asking the ques- 
tion is admissible as evidence of the re- 
spondent’s belief, but it is hearsay if of- 
fered to prove who manufactures “Thun- 
derbird” automobiles. 

Therefore, if the respondent’s belief 
is at issue, interviewers would be proper 
witnesses. Since the interviewers are 
merely presenting a report of the re- 
sponse to the questions asked, their 
testimony is not hearsay because they 
heard the remarks made by respondents 
and are available for cross-examination. 
On at least three occasions, courts have 
admitted survey evidence under this 
theory, explicitly stating that the state- 
of-mind principle was valid.” 

The second aspect of the state-of-mind 
theory concerns the requirement that 
interviewees appear as witnesses. If the 
interviewers are available to testify at 
the trial or hearing, there should not be 
any question regarding admissibility of 
the survey results. However, in actual 
practice, more than one hundred inter- 


* United States v. 88 Cases, More or Less, etc., 187 
F. 2d 967, 974 (3d Cir. 1951), cert. denied, 342 US. 
861 (1951); People of the State of New York v. 
Franklin National Bank of Franklin Square, 200 
Misc. 566, 105 N.Y.S. 2d 81 (Sup. Ct. 1951); Interna- 
tional Milling Co. v. Robin Hood. Popcorn Co., 
110 U.S.P.Q. 370 (Comm'r Pats. 1956). 
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viewers may be employed for a large- 
scale study. The cost of having all inter- 
viewers appear as witnesses and the time 
involved in taking their testimony would 
ordinarily make the plan impractical. 
Furthermore, it might be impossible to 
assemble all the interviewers if there is 
any delay in hearing the case. In one 
instance, as a matter of practical judicial 
administration, all interviewers were 
not required to testify.*° 

Under this “short-cut” procedure the 
research practitioners who planned and 
supervised the survey appear as expert 
witnesses and summarize the findings. 
Also, some of the interviewers are called 
to testify. In addition, all papers, docu- 
ments, and other data relating to the 
survey are made available to the court. 
Although the testimony of the research 
practitioners is actually hearsay, this 
“short-cut” procedure has been allowed 
to expedite the trial. 


Hearsay-Exception Theory 


‘ Under this theory it is conceded that 
survey evidence is hearsay, but it is ar- 
gued that it should be admitted as an 
exception to the hearsay rule. This the- 
ory of admissibility depends upon the 
contention that survey evidence meets 
the requirements for exceptions to the 
hearsay rule. 

In the evolution of the hearsay rule, 
certain exceptions to the doctrine have 
been established. All of them depend 
upon fulfillment of two requirements: 
first, the practical necessity for accepting 
the evidence or losing its benefits en- 
tirely; and, second, the likelihood of the 
information being trustworthy and re- 
liable. Considering the time and cost 
involved in having everyone connected 
with surveys testify, the practical neces- 


*” People of the State of New York v. Franklin 
National Bank of Franklin Square, loc. cit., p. 565. 


sity for the exception seems clear. Like- 
wise, surveys designed and executed by 
competent technicians will provide re- 
liable information. In this respect, the 
gravity of the hearsay objection may 
be minimized by demonstrating that 
marketing-research methodology—word- 
ing of questions, sequence in which the 
questions are asked, and sampling pro- 
cedures—attempts to avoid errors of 
memory, to eliminate insincere or in- 
accurate responses, and to minimize bias 
of human judgment—the very hazards 
which the hearsay rule is designed to 
guard against. 

Hence, in theory, survey evidence 
meets the requirements for an excep- 
tion to the hearsay rule. In practice, the 
Federal Trade Commission, an adminis- 
trative agency, has applied the legal 
tests of necessity and reliability to sur- 
vey findings, offered as evidence in an 
antitrust case, and ruled that the data 
were admissible as an exception to the 
hearsay rule.*! While tribunals have fre- 
quently admitted survey findings as com- 
petent evidence, over objection that the 
data were hearsay, this is the first time 
that a tribunal has stated explicitly that 
the results of a sample survey satisfy the 
legal requirements for an exception to 
the hearsay rule. 

Whether it is argued that survey ev- 
idence is hearsay and should be ad- 
mitted as an exception to the hearsay 
rule or whether such evidence is not 
hearsay, and is outside the scope of the 
hearsay rule, is a question of legal 
strategy. However, it is also a question 
of practical importance to marketing- 


"Crown Zellerbach Corp., Federal Trade Com- 
mission Docket Number 6180, Order Ruling on In- 
terlocutory Appeal, May 16, 1955. Subsequently, 
the Hearing Examiner ruled that “in view of the 
questionable probative value of this economic sur- 
vey, no consideration has been given it in making 
this [Initial] decision.” 
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research practitioners. In order to get 
survey findings admitted into evidence, 
the research practitioner may serve as 
an expert witness and testify as to the 
dependability of survey research tech- 
niques. Once the survey results are ac- 
cepted in evidence, research practition- 
ers may testify on the adequacy of the 
survey design and the accuracy of the 
results so that the trier of fact can de- 
termine the proper weight to be given 
the evidence. Of course, the opponent of 
the survey may also call research practi- 
tioners as expert witnesses to testify in 
connection with survey research data 
offered in evidence. 


PROBLEMS AND RESPONSIBILITIES 
OF PRACTITIONERS 


Several problems are encountered 
when conducting research to collect in- 
formation for use as evidence. Most of 
these problems concern the presentation 
of the survey findings before the tri- 
bunal hearing the case. 

Generally, the marketing-research 
practitioner must appear and testify on 
the adequacy of the survey design and 
the accuracy of the results so that the 
trier of fact can determine the proper 
weight to be given the evidence. When 
he testifies, the research practitioner is 
subject to cross-examination by attor- 
neys representing the opponent. During 
cross-examination, the adversary may 
question every step of the procedure— 
the selection of the sample, the wording 
of questions, the method of interview- 
ing, the coding of answers to questions, 
and the accuracy of tabulations. Also, 
the research practitioner’s opinions and 
conclusions may be challenged by the 
adversary’s attorneys or an expert re- 
tained for this specific purpose. 

This means that the research practi- 


tioner must try to be so well prepared 
that he will be invulnerable under cross- 
examination. Ignorance of survey-re- 
search methodology in the legal profes- 
sion, and the attending necessity of pre- 
senting the survey findings in a manner 
understandable to the tribunal, is an- 
other challenge facing the practitioner. 
Frequently, considerable effort must be 
given to establishment of the depend- 
ability of survey-research techniques. 
The sample design must be defended. 
This will require some explanation of 
the principles of sampling and demon- 
stration of how the particular sample 
was selected. The questionnaire or any 
other device used to collect the informa- 
tion must be established as unbiased. 

The time consumed in presenting 
survey results to the court is another 
consideration. Office routine may be dis- 
rupted and the flow of work hampered 
when key executives, supervisors, and 
interviewers are subpoenaed to appear 
and testify during the trial or hearing. 

Each phase of a marketing survey in- 
tended to yield legal evidence must be 
documented. Diligent effort must be 
made to account for every detail and 
maintain complete records of each op- 
eration. Every scrap of paper should be 
organized for evidence. 

Interference from the attorney when 
designing and completing a survey can 
become a problem. The lawyer’s aim to 
win the case and his search for evidence 
to support his client’s position might be- 
come a problem and hinder the objec- 
tivity of the research practitioner. 

Some research practitioners think that 
larger samples are required for surveys 
intended to yield data for use as legal 
evidence. This is because lawyers, judges, 
and juries, like other non-marketing 
men, tend to overestimate the numbers 
required in a sample and to underesti+ 
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mate the precision with which a sample 
must be selected. 

The cost of completing a survey to 
collect legal evidence is generally higher 
than the charge for a similar survey made 
for some other purpose. Executive time 
required in supervising the study, check- 
ing the results, and testifying during the 
trial is one of the most important factors 
contributing to higher cost. Documenta- 
tion of each step in the survey, includ- 
ing the organization and preparation of 
records for presentation to the tribunal, 
is another factor helping to boost the 
cost. Finally, consultations with the cli- 
ent’s legal counsel, and larger samples 
if needed, will increase costs. 

Still another problem encountered by 
research practitioners is protection of 
the anonymity of interviewees. This 
problem is generally met when the com- 
pleted questionnaire forms are sub- 
mitted as evidence. If the questionnaires 
include identification of the interview- 
ees, the question arises whether the re- 
lationship between the research practi- 
tioner and the interviewees is confiden- 
tial and privileged, and consequently 
whether the identity of the interviewees 
should be revealed. The issue is not yet 
settled from a legal point of view. 


STANDARDS FOR SURVEY RESEARCH 


In a sense, the most important respon- 
sibility assumed by the research practi- 
tioner when he undertakes a survey to 
collect: legal evidence is that of up- 
holding the standards of his profession. 
Therefore, some consideration should be 
given to the criteria for evaluating sur- 
vey research. 

When admitted in evidence and 
granted probative force, survey findings 
help to form the foundation for the de- 
cision which determines the rights of 


litigants. The courts have properly rec- 
ognized, and have explicitly stated, that 
the probative value of survey evidence 
depends upon the conduct of the study.** 
The courts have not, however, specified 
the criteria to be used when evaluating 
such evidence. Furthermore, the proba- 
tive weight of survey evidence has been 
discussed infrequently by the courts. 
However, some thought has been given 
to the establishment of standards for 
sampling procedures in studies con- 
ducted to yield data for tse as legal ev- 
idence. 

W. Edwards Deming has enumerated 
items of information that should be in- 
cluded in a report of a sample survey, 
offered as evidence, to facilitate evalua- 
tion of the survey results.** Dr. Deming 
also helped to formulate “Standards of 
Probability Sampling for Legal Ev- 
idence,” a report issued by the Society 
of Business Advisory Professions.** 

In other areas, standards for sampling 
have been established.* For example, 
the Munitions Board Standards Agency 
of the U.S. Department of Defense has 
established standards for sampling plans 

* Rhodes Pharmacal Co. v. Federal Trade Com- 
mission, 208 F. 2d 382, 387 (7th Cir. 1953), rev'd, 
348 U.S. 940 (1955); United States v. 88 Cases, More 
or Less, etc., loc. cit., p. 974; People of the State of 
New York v. Franklin National Bank of Franklin 
Square, loc. cit., p. 566. 

* The Role of Sampling Data as Evidence in 
Judicial and Administrative Proceedings (New 
York: The Society of Business Advisory Professions, 
Inc.), Current Business Studies, Number 19, Oc- 
tober, 1954, W. Edwards Deming, “On the Contri- 
butions of Standards of Sampling to Legal Evidence 
and Accounting,” pp. 28-29. 

* Report of Committee on Standards of Proba- 
bility Sampling for Legal Evidence (New York: 
The Society of Business Advisory Professions, Inc.), 
Special Report. 

*% Military Standard Sampling Procedures and 
Tables for Inspection by Attributes, Mil-Std-105A 
(Washington: U.S. Government Printing Office, Sep- 
tember 11, 1950); Tentative Recommended Practice 
for Probability Sampling of Materials (Philadel- 
phia: American Society for Testing Materials, 1954). 
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and inspection procedures to be fol- 
lowed in determining the acceptability 
of material procured by the Govern- 
ment. These sampling standards, based 
on the theory of probability, are man- 
datory for use by the Department of 
the Army, Navy, and Air Force. 

In addition, criteria for survey re- 
search have been published by various 
organizations.*® While some criteria are 
more complete than others, they are sim- 
ilar in many respects. In general, they 
represent a codification of the consen- 
sus of best practice, in terms of current 
knowledge and available facilities. 

It would be unrealistic for the courts 
to demand standards higher than those 

*A Check List for Evaluating Marketing Re- 
search Studies (New York: Association of National 
Advertisers, 1950); Criteria for Marketing and Ad- 
vertising Research (New York: Advertising Research 
Foundation, 1953); The Preparation of Sampling 
Survey Reports (New York: Statistical Office of the 
United Nations, 1950); Standards for Appraising 
Market and Advertising . Research (New York: 
American Association of Advertising Agencies, 
1938); Standards for Statistical Surveys (Washing- 
ton: Executive Office of the President, Bureau of 
the Budget, 1952); Yardsticks for Evaluating In- 


dustrial Advertising Research (Cleveland: Indus- 
trial Advertising Research Institute, 1954). 


established in the proposed criteria, and 
unnecessary for them to accept research 
that does not meet standards accepted 
in commercial and governmental re- 
search. The standards endorsed by com- 
mercial and governmental agencies 
should be recognized by jurists as the 
appropriate basis for evaluating survey 
research evidence. 

Those to whom survey data are pre- 
sented have a right to be informed about 
the data offered them. The adversary 
system of trial and the privilege of cross- 
examination present unique opportuni- 
ties for exercising this right. 

The marketing-research practitioner 
can do much to help tribunals under- 
stand the strengths and weaknesses of 
survey research and establish the pro- 
bative value of survey evidence. Any- 
thing that is done to (1) illustrate the 
scientific rigor of the survey design, (2) 
demonstrate proper execution of the 
field work, and (3) establish compliance 
with standards accepted in commercial 
and governmental research should help 
to increase the probative weight granted 
the evidence. 
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WHY CONTINUED ADVERTISING IS NECESSARY: 
A NEW EXPLANATION 


PAUL M. CARRICK, JR. 


Continued advertising seems to be a well-established marketing principle. But why 


should it be necessary? 


The answer lies in recognition of one characteristic of the decision-making process un- 
der conditions of uncertainty. Individuals deal with uncertainty by means of extensive 
simplifications of reality; this may result in a high social cost. 

Continued advertising is necessary because of a simplification consumers make. to 
facilitate brand selection. This means that many interrelationships between advertising, 
sales, and consumer behavior can be better understood. 


HE necessity of continued advertis- 
Ting is a well-established marketing 
principle. But why should it be neces- 
sary? 

Traditionally, continued advertising 
is explained by the need to educate the 
young, the rate of forgetting, or the 
character of the learning process. But 
these lines of reasoning are invalid. On 


the other hand, a logically and empir- 
ically valid explanation can be derived 
with a recognition of certain character- 
istics of the decision-making process. 


CRITIQUE OF PREVIOUS EXPLANATIONS 
First Explanation 

The first line of reasoning is appeal- 
ing. If one generation were educated by 
a seller's advertising, then all succeeding 
generations must be similarly educated 


@ About the Author. Dr. Carrick received his un- 
dergraduate degree at Northwestern University in 
1949, and his Ph.D. in Economics from the Univer- 
sity of California, Berkeley, in 1956. 

He served as Teaching Assistant in Economic 
Statistics at the University of California, Berkeley, 
1951-54; was Assistant Professor of Marketing at the 
University of Texas, 1954-55; was Assistant Pro- 
fessor of Marketing at San Diego State College, 
California, 1955-58; and is mow in the Quality 
Assurance Planning Group, Convair-Astronautics 
Division of General Dynamics, San Diego, Cali- 
fornia. The article is based in part on the author’s 
Ph.D. thesis, The Psychology of Rationality. 
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by advertising. Such an argument, how- 
ever, ignores the tremendous impact of 
personal influence. A child is immersed 
in a stimulus pattern largely shaped by 
adults. As sociologists point out, family 
and neighborhood groups are the chief 
media which exert influence upon a 
child. Youths acquire most of their learn- 
ing from these intimate groups. The 
wealth of alternatively possible responses 
to a given stimulus are narrowed down 
to a few, so that potentially conflicting 
situations will be resolved quite simply 
and effortlessly. If a new generation ac- 
quires so many of its values from its eld- 
ers, brand preferences and general ge- 
neric product preference problems will 
likely also be resolved by them. 


Second Explanation 


Nor can the second line of reasoning 
be given much credence. It is argued 
that, if prospective buyers are not con- 
tinually reminded of the principal ad- 
vantages connected with a particular 
product, the product will be forgotten. 
This position is supported by early psy- 
chophysical experiments which assumed 
that the rate of forgetting is a simple 
function of time or intervening events. 
However, by crude introspection, rel- 
atively unimportant events that hap- 
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pened a very long time ago can be re- 
membered, while impressions of a few 
hours ago have already been forgotten. 
Furthermore, ability to remember what 
is important for effective action seems 
very great. Even rats can remember 
learned behavior for a long period of 
time. 

Some alternative memory concept, 
such as that people remember what it is 
functionally useful for them to know, 
seems more appealing, both intuitively 
and empirically.1 Thus if the concepts 
of “retentive” or “reminder” advertis- 
ing are to have any validity, the particu- 
lar circumstances must be distinguished 
under which previously useful knowl- 
edge is forgotten. It is not an obvious 
explanation by any means. 


Third Explanation 


The third explanation postulates that 
consumers will acquire a preference for 
a particular product simply if it is ad- 
vertised enough. There are two possible 
bases for this postulate. 

(1) It is argued that learning, the ac- 
quisition of product knowledge, pro- 
ceeds by a gradual accumulation of as- 
sociated bits of information. But the 
learning process does not progress in- 
crementally. It consists of movement 
from one functionally meaningful cogni- 


1David Krech and Richard S. Crutchfield, The- 
ory and Problems of Social Psychology (New York: 
McGraw-Hill Book Company, 1948), pp. 125-134; 
C. E. Osgood, Method and Theory in Experimental 
Psychology (New York: Oxford University Press, 
1953), Pp- 549-599; Carl I. Hovland, “Effects of the 
Mass Media of Communication,” in Gardner Lind- 
zey, ed., Handbook of Social Psychology (Cambridge, 
Mass.: Addison-Wesley Publishing Company, 1954), 
Vol. 2, pp. 1,094-1,099. Compare: Thomas F. Gil- 
bert, “Overlearning and the Retention of Meaning- 
ful Prose,” Journal of General Psychology, Vol. 56 
(April, 1957), pp. 281-289; Benton J. Underwood, 
“Interference and Forgetting,” Psychological Re- 
view, Vol. 64 (January, i957), pp. 49-60. 


tive organization to another by sudden 
discrete insights.? 

(2) It is argued that any appeal is 
acted upon if it is repeated frequently. 
If an unsatisfied consumer need can be 
discovered, and a brand can be adver- 
tised in terms of that need at a suffi- 
ciently high frequency, then success is 
assured because of sheer psychological 
dominance. Thus, continued advertis- 
ing is seen as an expression of the frantic 
search for some semi-magical appeal 
which will lead to creation of a favor- 
able brand image or “personality.” 
Logically, it is a possible, though im- 
probable, explanation. Empirically, an 
analogous relationship sometimes exists 
in the political field, as suggested by the 
“big-lie” technique of some political 
propagandists. Certainly learning oc- 
curs because there is a conscious diffi- 
culty in attainment of some goal. But 
under these conditions information is 
sought for eagerly, and just one sugges- 
tion will usually be sufficient. Frequent 
repetition is not necessary for cognitive 
reorganization to occur. Further, it is 
difficult to believe that each of the thou- 
sands of advertised brands has a distinc- 
tive “personality.” 

The necessity of continued advertis- 
ing cannot be adequately explained in 
terms of educating the young, the rate 
of forgetting, or the character of the 
learning process. Also, the logic of the 
“big-lie” technique, while plausible, is 
of very limited application for adver- 
tisers. Understanding the need for con- 
tinued advertising requires a different 
approach. 


SUGGESTED EXPLANATION 


Consumer choice between brands is 
made with the aid of an assumption that 
*Krech and Crutchfield, same reference as foot- 


note 1, pp. 117-125. | 
*Same citation, pp. 140-141. 
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the quality of substitute products is pos- 
itively correlated with the relative fre- 
quencies with which each has been re- 
cently advertised. 


Summary of Argument 


Brand selection is resolved in many 
ways. One way seems to occur very fre- 
quently—consumers assign significance to 
alternative brands by comparisons of 
the relative frequencies with which each 
has been recently advertised. Frequen- 
cies are computed in rather large units 
over a short period of time preceding 
the actual choice. Quality and advertis- 
ing frequency are believed to be posi- 
tively correlated: the higher the fre- 
quency, the better the quality. Such a 
procedure is economical for consumers. 
They lack incentive, if not ability, to 
discover the precise character of each 
brand, particularly when a large num- 
ber exist; or intricate and time-consum- 
ing experiments are required to obtain 
the necessary information. 

The explanation of continued adver- 
tising is one application of a general de- 
cision theory. Decisions are based upon 
simplified cognitive maps of the causal 
texture of the real world. Cognition is 
an inferential and predictive process. A 
limited number of an object’s discrim- 
inable characteristics, or cues, are taken 
as indicators of its significance. There is 
not a one-to-one correspondence _be- 
tween an individual’s conception of the 
real world and what is actually there. 

As a result, errors can occur two ways: 
(1) There is a probability of error when- 
ever predictions are based upon a lim- 
ited number of cues—a sample of in- 
formation. (2) The process underlying 
an individual's attainment of a desired 
set of cues is more expensive than if an- 
other cue set was used. The logic of 
many kinds of marketing behavior can 


be understood in this framework. Each 
presents an economizing problem _be- 
cause aggregate real income is lowered 
by the cost of the error. 


Procedure for Proving Argument 


Validity will be established in two 
ways. First, the suggested explanation 
of advertising continuity implies a par- 
ticular view of the decision-making proc- 
ess. Second, the empirical plausibility of 
the explanation will be shown. 

The implied view of the decision-mak- 
ing process will be substantiated by dis- 
cussing three points: (1) the apparent 
character of the knowledge lying behind 
observable choices; (2) the accuracy of 
knowledge—the extent to which it tends 
to disclose the nature of the real world; 
(g) the cost of incomplete knowledge. 


THEORETICAL BACKGROUND 
The Nature of Knowledge 


What is the apparent nature of the 
knowledge that underlies an observable 
choice? A great deal of evidence from 
studies of perception and learning leads 
to one particular conception.* An indi- 
vidual assigns functional significance to 
the object world by means of whatever 
discriminable characteristics, or cues, it 
possesses. Discriminable characteristics 
may be color, size, shape, texture, or a 
trade mark. They may be concepts that 
allow a categorization of several objects 
such as dozen, pound, or dollar. What- 
ever single one or combination is used, 
an object’s discriminable characteristics 
become associated with the significance 
properties that it permits to be attained. 


*Egon Brunswik and E. C. Tolman, “The Or- 
ganism and the Causal Texture of the Environ- 
ment,” Psychological Review, Vol. 42 (January, 
1935), PP- 43-77; E. C. Tolman, Purposive Behavior 
in Animals and Men (New York: Century Com- 
pany, 1932). 
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Thus, the object world within which 
action takes place has two analytically 
distinguishable properties: cues, or dis- 
criminable characteristics, signif- 
icance properties. Knowledge of what 
significance is associated with what cues 
sets a cognitive upper limit to econom- 
ical decision-making. 

An individual maps the real world by 
means of correlations between signif- 
icance properties and any set of cues. 
This implies that knowledge is extremely 
complex. Any one cue alone indicates a 
particular significance with a low reli- 
ability. Cue-significance relations must 
be ranked by their reliability since some 
cues may more accurately reflect signif- 
icance than others. Certainty of object 
identification requires the finding of ad- 
ditional cues, to provide an assignment 
of significance properties until the prob- 
ability of error is zero. Perfect knowledge 
consists of such cue-significance correla- 
tion information that all the significance 
connected with any object will be as- 
signed by some set of cues. 


The Accuracy of Knowledge 


Do individuals typically gather enough 
cue-significance information to yield 
perfect knowledge? Much of the litera- 
ture of experimental psychology sug- 
gests that information-gathering activ- 
ity stops short of completeness. 

Usual explanations of simple percep- 
tions, like seeing an approaching figure, 
rely upon a concept of inference from 
specifié cues or a sample of information.® 
The figures on the next page illustrate 
a typical perceptual phenomenon. The 
drawings provide only a minimum of 
information, yet most subjects can easily 


*C. H. Graham, “Visual Perception,” in S. S. 
Stevens, ed., Handbook of Experimental Psychol- 
ogy (New York: John Wiley and Sons, 1951), pp. 
868-g20. 


identify the objects. What is occurring 
is a willingness to make a prediction 
based upon limited data and to accept 
the consequences of a possible error. A 
similar conclusion can be derived from 
perceptual experiments dealing with the 
influence of needs and past reward-pun- 
ishment upon perception. In general, 
these demonstrate the possibility that 
perception is a predictive process often 
based on such limited information that 
it may result in distortion, selective ac- 
centuation, or simplification of reality.® 

Furthermore, there is frequently an 
apparent lack of information-gathering 
activity, even after an error has occurred. 
There are good reasons to expect this. 

First, it may be thought that learning 
is by trial and error, so that, given 
enough experimental replications, the 
correct answer is eventually discovered. 
However, even for rats, there is little 
trial-and-error learning. For man, it may 
even be nonexistent. For rats and men, 
a problem situation is interpreted in 
terms of previously learned relation- 
ships. Probable solutions are conceived 
to be those rewarded in similar past 
situations. What is learned is a greater 
specificity in discrimination of relation- 
ships. Old learned relationships are dis- 
carded only under exceptional circum- 
stances. Consequently, it is conceivable 
that an individual can learn a way Of 
dealing with the object world which is 
not optimum. 

Second, the correctness of many 
learned relationships cannot be easily 
determined. Experimentally, when a rat 


*Jerome S. Bruner, “On Perceptual Readiness,” 
Psychological Review, Vol. 44 (March, 1957), pp. 
123-152; George A. Miller, “The Magical Number 
Seven, Plus or Minus Two: Some Limits on Our 
Capacity for Processing Information,” Psychological 
Review, Vol. 63 (March, 1956), pp. 81-97. 

*Leo Postman, “Association Theory and Percep- 
tual Learning,” Psychological Review, Vol. 62 (No- 
vember, 1955), 438-446. 
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FIGURE 1 


is rewarded randomly or infrequently 
for behaving in a particular way, re- 
learning is a very retarded process. For 
much behavior, prospective rewards oc- 
cur with a low probability. For exam- 
ple, “success” is a relatively remote pos- 
sibility for many individuals but this 
does not result in relearning. 

There are other reasons why correct- 
ness of a learned relationship cannot be 
easily determined. In a number of cases, 
what one expects from a situation is it- 
self learned. It is possible either that 
error is not assigned because of a poorly 
defined standard of success, or that error 
is assigned when there is no error save 
that of a too high success standard. The 
buyer of a new car may or may not ac- 
cept a few defects as a normal expecta- 
tion. A college graduate may be dissatis- 
fied because he is not a vice-president in 
ten years. 

Another reason for an inability to 
determine correctness of a learned re- 
lationship occurs because the standard 
of correctness may be variable. Most in- 
dividuals likely concentrate on testing 
a few relationships (for instance, their 


FIGURE 


own personal qualifications), and deal 
with many serious errors by mild “mal- 
adaptive” actions. 

Thus, how accurately does an individ- 
ual’s knowledge depict the real world? 
The evidence indicates that uncertainty 
(or ignorance) must be relatively com- 
mon, but few people ever really “feel” 
it. Individuals act in the face of uncer- 
tain consequences with the assurance of 
a clairvoyant. Apparently, information- 
gathering activity has a high opportu- 
nity cost. A basic characteristic of all 
decision making is utilization of a cog- 
nitive map that depicts the real world 
imperfectly, yet from the individual’s 
viewpoint is quite economical. Incorrect 
mapping is not necessarily self-correct- 
ing. An individual will very likely per- 
sist in basing decisions upon incomplete 
knowledge. 


The Cost of Incomplete Knowledge 
If there is not a one-to-one correspond- 
ence between an individual's knowledge 
and the properties of the object world, 
then his actions will result in errors. 
The errors can be classified by the 
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source of loss into a significance error 
and a discrimination error. The classifi- 
cation provides a relatively simple way 
to describe the cost that underlies a num- 
ber of behavior patterns. Each dimen- 
sion of error will now be discussed. II- 
lustrations of each type of error will be 
given since the unfamiliar terminology 
may make the nature of the errors seem 
recondite. 


Significance Error 


A significance error occurs whenever 
the significance assigned an object is not 
identical to what is actually there. Dis- 
crepancy can arise whenever an individ- 
ual foregoes information gathering and 
acts upon an unreliable cue-significance 
set. The probability of a choice leading 
to a significance error will vary from 
zero to one, depending upon the degree 
to which utilized cue-significance rela- 
tionships define an object’s significance 
properties. 

At one extreme, the probability of the 
utilized cues indicating actual signifi- 
cance may be zero. When bread is toasted, 
certain B vitamins are partially de- 
stroyed by the heat. Assuming that indi- 
viduals consume bread at least in part 
to obtain what B vitamins are there, the 
significance assigned to the cue, toast, 
is incorrect. The same conclusion holds 
for preference of white over dark (whole 
wheat) bread. 

More typically, the probability that 
the utilized cue set indicates the actual 
significance will usually be fairly close 
to one. The ripeness of fruit may be 
judged relatively accurately by color or 
feel. On the other hand, bread is 
made “‘squeezable” by chemical additives 
because that is how consumers meas- 
ure freshness! Frequently consumers 
use price as an indicator of quality. 
This demonstrates both incomplete 


knowledge and a preference to forego 
information gathering in favor of ac- 
ceptance of possible error. 


Discrimination Error 


While cues are inherently aspects of 
the object world, the more salient dis- 
criminable characteristics are creations 
of a particular institutional structure. 
Trade marks are one solution to a par- 
ticular problem of market organization. 
Classification and measurement of col- 
lections of objects is facilitated by such 
“invented” discriminatory terms as 
pound, dozen, and yard. 

A discrimination error occurs when- 
ever the total cost involved in facilitat- 
ing the attainment of a specific signif- 
icance with a particular cue is greater 
than if an alternative were used. Scarce 
resources are used in the creation of dis- 
criminating characteristics as well as in 
the procedural steps necessitated to ap- 
ply them. Consequently, discrimination 
errors can occur whenever the cost of 
supplying or applying a particular cue 
is greater than for some alternative cue. 

Such cues as dozen, pound, gross, foot, 
yard, hamper, and roll may be more ex- 
pensive to apply than some alternatives. 
A retail clerk who must figure unit price 
from an invoice for five gross of stock- 
ings uses more time and effort than if 
count were kept with a base of ten. A 
consumer who purchases oranges by the 
dozen instead of the pound takes more 
time in selection. 

The advertising of a loss leader illus- 
trates the economy problem in the sup- 
plying of cues. It occurs when a con- 
sumer plans to buy a large variety of 
products at one time from one retailer, 
but does not initially know the existing 
price for each product at every retail 
outlet. Consumers seem to rely upon a 
relatively simple cue—an interstore com- 
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parison of prices for just a few of the 
many products they plan to purchase. 
Consequently, for competitive reasons, 
retailers advertise one or more products 
at a loss in order to attract consumers to 
their outlets. The total costs connected 
with this resolution of a consumer mar- 
keting problem are probably quite high 
compared to alternative cue supply pos- 
sibilities. 

Trade marks are an example of a cue 
supplied by sellers as a solution to sev- 
eral problems of market organization. 
One such problem is the provision of a 
cue by which buyers can distinguish dif- 
ferences in product significance. To use 
such a cue, consumers must learn what 
significance properties each trade mark 
is supposed to indicate. But how is this 
knowledge acquired? The traditional 
answer is through advertising, experi- 
mentation, and communication between 
consumers. Obviously, much knowledge 
is acquired in these ways, particularly 
for new products, or when a very large 
expenditure is to be made. Yet the rea- 
soning is inadequate for explaining all 
brand choices. It is too much to expect 
that the significance of many brand 
names is acquired in this way. The nec- 
essary information-gathering activities 
would be very time consuming and 
costly. It is to be expected that consum- 
ers use a number of simplifying strate- 
gies to resolve selection between brands. 
One of these simplifying strategies can 
account for the necessity of continued 
advertising. 

It is believed that consumers often 
assign significance to branded products 
by the frequency with which each has 
been recently advertised. A brand’s sig- 
nificance properties are assumed to vary 
directly with advertising frequency. Fre- 
quency is computed as the number of 


impressions over a relatively short pre- 
ceding time period. The differences in 
advertising frequency for two products 
must be relatively large before it is as- 
sumed that significance properties differ. 
Although the hypothesis cannot be 
strictly deduced from the theoretical 
considerations of the decision-making 
process, this is a weakness of the theory, 
not the hypothesis. 


SUBSTANTIATING EVIDENCE 


Advertising over any time period can 
be accounted for by a need to provide 
significance information or cue informa- 
tion. Consequently, the suggested ex- 
planation of continued advertising has 
an alternative hypothesis. To discover 
which explanation is most probably cor- 
rect, there must be a number of empir- 
ical relationships existing between a 
firm’s sales, its advertising, and consumer 
responses that can be adequately ac- 
counted for by only one explanation. 
Several empirical relations can be ex- 
plained with the cue type of explana- 
tion, but not with the significance type 
of explanation. 


(1) Relation Between Advertised and 
Non-Advertised Products 


A great variety of data shows that 
large-scale advertising is necessary for 
successful marketing. Local, or private, 
brands usually sell at a discount to 
nationally advertised brands.* Even at 
a higher price, nationally advertised 


* Jessie V. Coles, Standards and Labels for Con- 
sumer Goods (New York: Ronald Press, 1949), 
pp. 76-81; Robert H. Cole, et al., Manufacturer and 
Distributor Brands, Bureau of Business and Eco- 
nomic Research, Bulletin Series, No. 80 (Cham- 
paign: University of Illinois Press, 1955), pp. 51-65; 
House Small Business Committee, Hearings on 
Price Discrimination (Washington, 1956), Part I1I— 
Appendix, pp. 1,227-1,229. 
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brands dominate the market, as meas- 
ured by either the extent of distribu- 
tion or consumer preferences.® An in- 
teresting sidelight is the practice of 
large grocery chains sponsoring private 
labels which they sell on a price basis, 
yet still being forced to stock nationally 
advertised products. Private labels, par- 
ticularly when unadvertised, seem to be 
only marginally successful at best. 

There is not a high correlation be- 
tween superior quality and extent of 
advertising, if extended reading of Con- 
sumer Reports or Consumers’ Research 
is used as the basis of judgement. Yet 
attitude surveys show that consumers be- 
lieve nationally advertised products are 
superior.’® It is not known to what ex- 
tent identical products are sold under 
advertised and non-advertised labels 
simultaneously. But it probably occurs 
frequently." 

The evidence suggests that advertised 
products are perceived as superior to 
non-advertised products. Why does this 
occur? It is logically possible that brand 
names either acquire significance mainly 
through advertising (and not con- 
sumer experimentation or intercom- 
munication), or that frequency of ad- 
vertising is utilized as an indicator of 
brand superiority. Both views are con- 
sistent with the evidence. The rest of 
the evidence to be presented does, how- 
ever, lead to a choice between the two 
explanations. 


*Consolidated Consumer Analysis Newspapers, 
Consolidated Consumer Analysis, 1956; Scripps- 
Howard Newspapers, Inc., zoth Grocery Product 
Distribution Survey (New York, 1957); McClatchy 
Newspapers, Consumer Analysis, 11th ed. (Sacra- 
mento, California, 1957). 

“Darrel Blaine Lucas and Steuart Henderson 
Britt, Advertising Psychology and Research (New 
York: McGraw-Hill Book Co., 1950), pp. 8-10. 

“ E. B. Weiss, “To Make or Not to Make Private 
Labels?” in J. H. Westing, Readings in Marketing 
(New York: Prentice-Hall, 1953), pp. 211-222. 


(2) The Relative Importance of Adver- 
tising Copy: Direct Measures 

If advertising primarily provided sig- 
nificance information, then changes in 
advertising copy, given constant adver- 
tising appropriations, unchanged prod- 
ucts, and distribution outlets, should be 
followed by a change in sales. Table 1 
shows the relative consumer preferences 
for different brands of canned peas and 
automobile tires in the Sacramento mar- 
ket. The variation in preferences is com- 
paratively slight. Significant is the sur- 
prising stability of consumer preferences 
over a four- to nine-year period. Changes 
in advertising copy must have had little 
effect, for, if significance information 
had been utilized by purchasers, there 
should have been pronounced fluctua- 
tions in preferences. In most instances, 
of course, effects of copy changes are 
masked by changes in products, adver- 
tising appropriations, and distribution 
outlets. 

Expressed consumer preferences are 
not the same as actual purchases, even 
though there is often a high correlation. 
To show the effects of varying the adver- 
tising message, the most unequivocal 
kind of data would be simultaneous 
measurement of actual purchases and 
changes in advertising copy. Oddly 
enough, there is little available informa- 
tion on the effects of copy changes. 
Organizations maintaining consumer 
panels would be a valuable source of 
information, but such data are not 
available for publication. However, the 
director of one consumer panel has sum- 
marized some evidence on the rela- 
tionship between purchases and copy 
changes: “. . . after a product has at- 
tained a certain share of the market 
from initial advertising, little happens 
in a great majority of cases—no matter 
what kind of advertising is to be used. 
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TABLE 1 
BRAND PREFERENCES FOR CANNED PEAS AND TIRES IN SACRAMENTO, CALIFORNIA, 1948-1957* 


Canned Peas 
Do You Buy Canned Peas? What Brand? 


Per Cent Who Buy Each Brand 


eee 1.1 19 
Less than 19%, (29 Dramds) .... 6.2 10.0 


If you were to replace your present tires tomorrow, what make would you buy? 


Per Cent Who Would Buy Each Make of Tire 


Federal 
Don’t Know and Any 


1.0 2.0 17 
29 45 6.9 9.1 
4.0 74 65 64 


. . » Anyone with access to sales figures 
can see countless cases of high advertis- 
ing exposure, but no sales correlation, 
There will be retention, identification, 
and advertising message acceptability— 
but no sale.’’? It can be inferred that 
consumers do not obtain much signifi- 
cance information from advertisements. 
Instead, they use the advertising fre- 
quency as an indicator of superior qual- 
ity. 

Indirect Measures of the Relative Im- 
portance of Advertising Copy. If copy 
changes were important, those subjected 
to advertising should be found to pay 
close attention to the advertising mes- 


4 Printers’ Ink, Vol. 244 (July 17, 1953), p- 42- 


® Source: McClatchy Newspapers, Consumer Analysis, 11th ed. (Sacramento, California, 1957), pp. 8-20, 8-85. 


sage. Starch Readership Studies define 
advertising readership at three stages: 
Noting—remembrance of seeing the ad- 
vertisement; Seen-Associated—remem- 
brance of seeing the advertisement and 
associating it with the product or adver- 
tiser; Read-Most—reading half or more 
of the copy. Over twenty years of reader- 
ship studies have revealed that ‘‘on the 
average, out of 100 noters, go will read 
enough to associate the product with 
the advertisement, and 20 will read half 
or more of the text.”’!% 

“Daniel H. Starch, “Just How Important Is 
Readership?” Advertising Agency Magazine, Vol. 47 
(August 2, 1954), pp. 58-59; and “Outstanding Find- 
ings of Readership Studies,” Vol. 47 (September 6, 
1954), Pp- 82-83. 
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Brand 
1957 1954 1952 1948 
54.5%, 54.8%, 59.9% 
11.2 64 
49 5.0 
2.6 
59 15 
3.2 2.3 
15 1.2 
2.5 2.9 
19 
11.6 21.9 
2.0 16 
Tires 
Make 
1957 1954 1952 1948 
Goodye 22.8%, 20.9%, 22.2%, 27.6%, 
Firestot 19.1 18.3 15.9 16.5 
Sears’ / 13.4 11.7 11.0 74 ’ 
Genera 8.9 5.9 8.6 8.7 7 
US. R 8.8 55 6.2 49 
Ward's 8.5 8.9 99 9.6 
Goodri 6.8 7.1 6.3 7.0 
Alas 3.0 3.2 3.0 3.4 
Fisk es... 2.5 3.4 3.2 
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To use this information, one needs to 
know the percentage of all magazine 
readers who note a typical advertise- 
ment. Starch has apparently never pub- 
lished an estimate. Judging from a 
number of “best read” advertisements 
reprinted in Advertising Agency and 
several “‘Starched” copies of the Satur- 
day Evening Post, a reasonable “noting” 
estimate is around go per cent. On the 
average, therefore, only 30 per cent of 
magazine readers note an advertisement, 
27 per cent associate the brand name 
with the advertisement, and merely 6 
per cent read half or more of the copy. 
Even the significance of reading “half or 
more of the copy” is uncertain. One may 
read 75 per cent of the copy and still 
miss the main point of the advertise- 
ment. Brand name alone is the usual 
information abstracted from an adver- 
tisement. Little attention is given to 
copy content. 

Even when significance information is 
obtained from an advertisement, it is 
usually not associated with the brand 
name. Often, the particular advertise- 
ment’s distinctiveness is associated with 
competitors’ brands or even the generic 
product."* 

There is probably little reason why 
a typical consumer would be motivated 
to read an average advertisement. It has 
been frequently pointed out that many 
competitive advertisements utilize the 
same themes and claims.’ If all adver- 


“John S. Wright, “Does Your Ad Slogan Sell 
Your Product?” Printers’ Ink, Vol. 260 (September 
13, 1957), pp. 64-69; George B. Hotchkiss and R. B. 
Franken, The Measurement of Advertising Effects 
(New York: Harper, 1927), pp. 107-109. 

* Ernest Dichter, “A Psychological View of Ad- 
vertising Effectiveness,”"" THE JOURNAL OF MARKETING, 
Vol. 14 (July, 1949), pp. 61-66; “Is Your Advertising 
Just Another Face in the Crowd?” Printers’ Ink, 
Vol. 255 (June 8, 1956), pp. 25-27; “Being Different 
Makes the Sales Difference,” Printers’ Ink, Vol. 258 
(March 29, 1957), pp. 21-24; “Advertising’s Avant- 
Garde,” Tide, Vol. 31 (May 24, 1957), Pp- 34-37- 


tisers used similar copy themes, substi- 
tute products should be regarded by 
purchasers as having identical signifi- 
cance characteristics, and consumer pur- 
chases should be distributed at random 
among the available alternatives. 

Extent to Which Consumers Rely 
Upon Significance Information in Ad- 
vertisements. In the usual economic in- 
dustry analysis, it is assumed that buyers 
and sellers are paired at random, since 
sellers’ products have no distinguishing 
characteristics. But buyers and sellers 
are not paired at random to the extent 
buyers rely upon the significance infor- 
mation in a seller’s advertisements and 
his product can be distinguished from 
competing brands. Thus, if the latter 
relation holds, buyers should show a 
high brand loyalty. 

In one recent study, consumers were 
asked how many brands in 29 product 


classifications they had used in the past 
six years. It was found that “merely 120 


out of 3,755 consumers interviewed 
failed to change brands, and that... 
3,635 persons made 24,401 switches dur- 
ing the six year period. . . .”""® 

In another study, out of 100 custom- 
ers for a brand in February, only 50 were 
still loyal in May, and 50 new customers 
bought in May. Aggregating the lost, 
loyal, and new customers over the three- 
month period: “The average brand, 
with an apparently unchanged customer 
level, shows a customer turnover of 66 
per cent. . . . Even for the brand with 
the lowest customer-turnover, about one 
out of three customers over a_ three- 
month period switched either to or from 
the brand. For the brand at the other 
extreme, the switchers added up to nine 
out of ten total customers.”!* 


* N. H. Comish, “Why Customers Change Brands,” 
Dun’s Review, Vol. 61 (March, 1953), pp. 29, 42-45. 

* National Broadcasting Company, Why Sales 
Come in Curves (New York, 1955), p- 11. 
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A third study of brand loyalty uti- 
lized a commercially sponsored continu- 
ing consumer panel. “. . . Between 14 
and 14 of buyers of a frequently pur- 
chased item stayed with a single brand 
during the 12 month period.”'* 

In the most recent study, brand loy- 
alty was measured by the percentage of 
a family’s total purchases over a three- 
year period, concentrated upon the most 
favored brand. The average family con- 
centrated about half of its purchases of 
a given product upon one brand.’® 

Brand loyalty is surprisingly low. In 
fact, brand selection seems to be more 
often guided by a concept of brand ac- 
ceptance. Brown, for example, found 
that 40 per cent of the sample families 
had divided or unstable loyalties, as 
shown by a vacillation between two 
brands. Thirty per cent had no loyalties 
at all!?° Cunningham discovered that the 
average family concentrated about 75 
per cent of its purchases upon two 
brands.*? 

Thus, a brand preference based upon 
distinctive significance characteristics 
may be very unusual. Instead of assum- 
ing that consumers have an “image” 
guiding their selection of a brand, it 
may be more valid to assume that con- 
sumers have only an image of the ge- 
neric product, and brand selection is 
determined by consideration of inter- 
brand quality variation. The concept of 
“brand preference” is, after all, merely 
an inference from what consumers do. It 
is quite plausible to infer from the evi- 


*% George H. Brown, “Brand Loyalty—Fact or Fic- 
tion?” Advertising Age, Vol. 24 (January 26, 1953), 
75-76, at p. 75- 

” Ross M. Cunningham, “Brand Loyalty—What, 
Where, How Much?” Harvard Business Review, 
Vol. 34 (January-February, 1956), pp. 116-128, Ex- 
hibit II, p. 122. 

» Same reference as footnote 18, Table I, p. 75. 

"Same reference as footnote 19, Exhibit IV, p. 
122. 


dence that advertising frequency is used 
as an indicator of product quality. 

Summary on Relative Importance of 
Copy. The typical consumer relies little 
upon whatever distinctiveness of sig- 
nificance information advertising pro- 
vides. A fair degree of disloyalty occurs. 
The evidence suggests that advertising 
frequency is a discriminatory criterion 
in brand selection. Further, if a fre- 
quency concept is used for selecting be- 
tween substitutes, it is not necessarily 
a long run time period over which the 
relative frequencies are computed. Since 
knowledge is not available of the time- 
rate of advertising expenditures for any 
one seller and the consequent impact of 
impression on the purchasing consum- 
ers, any conclusion can be only tentative. 


(3) The Logic Used In Setting the Ad- 
vertising Appropriation 

Methods of Setting Advertising Ap- 
propriations. If advertising’s chief effect 
were dissemination of significance infor- 
mation, then methods for arriving at an 
expenditure for advertising should be 
directly related to a particular objective. 
Once information has been imparted, 
there should be a cessation of advertis- 
ing. Typical practice seems to be reli- 
ance upon some crude criterion, such 
as a fixed percentage of past or antici- 
pated future sales, matching or main- 
taining a constant advertising appropri- 
ation relationship with competitors, and 
the like.?? Even where a firm has some 
“logical approach” in determining the 
advertising budget, it usually reduces to 
some procedure which results in a con- 
stant relationship to sales over time.?* 

= A. W. Frey, How Many Dollars for Advertising? 
(New York: Ronald Press, 1955), pp. 48-72; Roy W. 
Jastram, “The Development of Advertising Appro- 
priation Policy,” Journal of Business, Vol. 33 (July, 


1950), Pp. 154-166. 
* Frey, same reference as footnote 22, pp. 65-72. 
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If advertising primarily supplied a 
discrimination cue, the percentage of 
sales allocated to advertising should vary 
by size of firm. The percentage should 
be smallest for the largest firm, which 
needs only to maintain a frequency of 
impression equal to or slightly greater 
than its nearest size competitor. The 
evidence is scanty and equivocal, for it 
is to be expected that some firms do not 
wish to expand as rapidly as others, but 
it tends to show that advertising as a per- 
centage of sales is inversely correlated 
with firm size.** 

Frequently there are comments in the 
trade press that “if you can’t advertise 
nationally it’s impossible to compete ef- 
fectively,”’ indicating belief on the part 
of a potential entrant that advertising 
must be done on a scale roughly ap- 
proaching that of established firms.?° 

Demonstrable Effect of a Given Ad- 
vertising Expenditure. Even if a firm 
follows an “habitual” procedure for de- 
termining its advertising appropriation, 
it is possible that the firm can demon- 
strate the effect of the expenditure. Also, 
if significance information were the chief 
kind of data extracted from the adver- 
tisement by consumers, then the re- 
sponse contingent upon this acquisition 
should be apparent. However, advertis- 
ers apparently cannot measure the effect 
of their advertising. 

In one survey of advertisers, over 50 
per cent of the respondent firms could 
not judge the effect of their past year’s 
advertising. In another, advertising man- 

* Joel Dean, Managerial Economics (New York: 
Prentice-Hall, 1951), pp- 372-373; “What Ratio of 
Advertising to Sales?” Printers’ Ink, Vol. 257 (Octo- 
ber 26, 1956), pp. 21-22, 56-70; Printers’ Ink, Vol. 
258 (January 4, 1956), pp. 43-74. For contrary evi- 
dence see, Roy W. Jastram, “Advertising Ratios 
Planned by Large-Scale Advertisers,” THE JOURNAL 
OF MARKETING, Vol. 14 (July, 1949), pp. 13-21. 


= Small-scale brewers are an example. Wall Street 
Journal, Vol. 54 (December 17, 1956), p. 1. 


agers were asked if they had any tech- 
nique for determining if the appropria- 
tion was of the right size. Of seventy 
replies, only twenty answered affirma- 
tively. The analyst concluded that even 
the twenty probably could not actually 
do so or had misinterpreted the ques- 


(4) The Effect of Changes in the Size of 
Advertising Appropriation 

If most firms cannot measure con- 
sumer response to a given level of adver- 
tising, then it is to be expected that firms 
would experiment, and vary the size of 
their advertising appropriation. On the 
basis of an explanation of advertising as 
supplying significance information, there 
should be no effect. In terms of an ex- 
planation that views advertising fre- 
quency as a criterion for brand selec- 
tion, a fall in advertising expenditures 
relative to competitors’ should result in 
a loss in sales. Available evidence sub- 
stantiates the latter explanation. 

Some information is available from 
continuing store audits. Arthur C. Niel- 
sen has commented upon the relation be- 
tween the relative advertising expend- 
iture of a firm and its market position. 
“The manufacturer who maintains his 
normal level of promotion when his 
competitors have reduced theirs, soon 
finds that his expenditures represent a 
higher percentage of the total expended 
by the group; and our records show 
clearly that there is no surer way to gain 
an increase in competitive share of the 
market than to effect an increase in your 
competitive share of the total industry 
promotional expenditure.” 


* Frey, same reference as footnote 22, pp. 46-47. 

* Arthur C. Nielsen, Evolution of Factual Tech- 
niques of Marketing Research (A. C. Nielsen Com- 
pany, 1952). See also, The Nielsen Researcher, Vol. 
15 (June, 1957), pp. 2-4- 
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There are also studies which cut across 
industry lines. These attempt to estab- 
lish a relationship between advertising 
and shifts in consumption. But they also 
lend credence to the suggested explana- 
tion. 

Roland S. Vaile measured the relation- 
ship between changes in sales and adver- 
tising for 200 firms over the period 1920- 
1924, and concluded: “. ..a definite 
spread occurs between sales of firms 
which increased their advertising and 
those which decreased it. Where inten- 
sive advertising during depression was 
a part of the sales technique, sales were 
maintained in better volume than when 
advertising appropriations were cut. 

728 

Along similar lines, an Arthur D. Lit- 
tle, Inc. study of advertising appropri- 
ation concluded: “. . . if advertising 


support for an established product is 
withdrawn or substantially reduced, and 


if there are no new economic or com- 
petitive developments of note, then sales 
of the product will decline ‘exponen- 
tially.’ 


* Roland S. Vaile, “The Use of Advertising Dur- 
ing Depression,” Harvard Business Review, Vol. 5 
(April, 1927), p. 326. For additional evidence see, 
“Does Increased Promotion Pay Off When General 
Business Is Receding?” Sales Management, Vol. 63 
(November 20, 1949), pp. 37-40; “How Well Does 
Advertising Pay Off?” Tide, Vol. 30 (August, 1956), 
PP- 32-35- 

»“How Much for Advertising?” Fortune, Vol. 54 
(December, 1956), pp. 123-126, 216, 221-224, at p. 222. 


During World War II, many firms 
continued to advertise unavailable prod- 
ucts or those in short supply. It is possi- 
ble to argue that this occurred because 
of the peculiar construction of the excess 
profits tax. It is also plausible to accept 
the pleas made at the time that “good 
will” had to be protected. If advertising 
frequency is a basis of brand choice, 
then cessation of advertising during war- 
time should cause a loss of brand accept- 
ance. 


CONCLUSION 


The necessity for continued advertis- 
ing has been accounted for by the hy- 
pothesis that brand selection is often 
based upon a comparison of the relative 
frequencies with which substitute prod- 
ucts have been advertised. Empirically, a 
large number of advertising, sales, and 
consumer behavioral phenomena can be 
explained by the hypothesis. 

Theoretically, the explanation seems 
plausible. Individuals respond to many 
incompletely comprehended situations 
by using simplified maps of the actual 
state of affairs. The assumption that 
brand superiority is indicated by rela- 
tive advertising frequency is one possible 
simplification of the real economic 
world. As such, it demonstrates the type 
of problem existing in the relation of 
knowledge to efficient market organiza- 
tion. 


TENANT-SELECTION POLICIES OF REGIONAL 
SHOPPING CENTERS 


MORRIS L. SWEET 


In the development of the regional shopping center, a policy of tenant selection is 
evolving that favors the traditional retailer, the department store, and the national 
chain. By giving these outlets more favorable rental terms and a veto power over pro- 
spective tenants, many successful low-margin mass retailers are put into a marginal cate- 


gory. 


Is this policy in the best interests of the regional shopping center's future? Is it likely 
to lead to the lowering of distribution costs? The answers are analyzed in this article. 


HE current development of regional 
 erchowrene centers and their prospects 
for future growth raise critical questions 
about policies that determine the selec- 
tion of retailers as tenants. What is the 
effect of present tenant-selection policies 
on distribution costs? Are present tenant- 
selection policies likely to contribute to 
the longevity of these new retailing in- 
stitutions? Do their current selection 
policies assist or hamper the distribution 
of consumer goods? Do ‘they expand or 
limit consumer choice? Can excluded 
retailers survive outside regional centers? 
The importance of these questions is 
enhanced by the possible application of 
selection criteria developed in regional 
centers to the planned redevelopment 
of downtown shopping areas. 


TENANT-SELECTION POLICY 


This article is concerned with selec- 
tion criteria related to the merchandis- 
ing character and practices of retail ten- 


@ About the Author. Mr. Sweet is an Instructor in 
Marketing at the College of Business Administra- 
tion of Lehigh University. His undergraduate aca- 
demic work was done at Rutgers University. He has 
an M.B.A. in Marketing from New York University, 
where he is doing additional graduate work. Mr. 
Sweet has contributed articles to Sales Management 
and Printers’ Ink. Part of his business experience 
includes positions as a sales analyst for a textile 
concern and for a retail organization. 


_ants—that is, mass retailers, rather than 


merchants selling luxury goods of lim- 
ited appeal. It assumed that the basis of 
unacceptability is not lack of financial 
stability or managerial competence and 
integrity. 


The Present Policy 


An important factor in current tenant- 
selection programs is the emphasis on 
planned or limited competition, protec- 
tion against undue competition from 
new tenants, and limitation of the intro- 
duction of new merchandise lines by 
existing tenants. Retailers who are too 
aggressive or unorthodox in their mer- 
chandising policies are not wanted. The 
common result of such tenant-selection 
procedures is the exclusion of successful 
low-margin mass retailers from regional 
shopping centers. If possible, a buffer 
zone is established around the center to 
keep these retailers at a distance. 

This policy stems from the procedure 
followed in planning a center. When a 
desirable site is found, the developer 
obtains an option to buy the land. He 
then attempts to secure long-term leases 
from prospective tenants as a basis for 
financing the construction of the center. 
Leases with “prestige” tenants facilitate 
his efforts to secure the necessary funds. 
The most desirable “prestige” tenant is 
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a large traditional department store. The 
next most desirable tenant is a national 
chain. 

Thus the department store and the 
national chain are in a strong bargaining 
position, and they can hold out until 
the developer accedes to their demands. 
Tight money-market conditions have 
made it even more necessary for the de- 
veloper to grant concessions to those re- 
tailers considered blue-ribbon tenants 
by the lending agency. One result is 
the more favorable rental arrangements 
given to the department store. These 
arrangements are such that “most de- 
partment store deals are of the loss 
leader type.”? The reason for the prefer- 
ential treatment is the drawing power of 
the favored retailer from which other 
less favored tenants benefit. 

An extremely important concession 
to be observed in tenant-selection policy 
is the creation of “certain types of re- 
strictive covenants protecting the tenant 
against certain types of competition.’”* 
This gives selected retailers the right to 
veto any prospective tenant. 

Gimbel Bros. has the right to approve 
all prospective tenants at the Cross 
County Center, Yonkers, N. Y. Macy's 
was unable to take over the John Wana- 
maker store at this center. The rental 
asked may have been too high, or key 


tenants in the center may have disap- © 


proved of Macy’s as a fellow retailer. If 
Macy’s was vetoed, the action is para- 
doxical in the light of later develop- 
ments at the Roosevelt Field Shopping 
Center in Long Island. 

In addition to getting free land upon 


*A. L. Alcorn, “Problems of Tenant Selection and 
Rental Determination in Shopping Centers,” Jour- 
nal of Property Management (Fall, 1956), pp. 29-35. 
at p. 33- 

*“CAUGHT IN TIGHT MONEY PINCH Inde- 
pendents Lost in Shuffle as Centers Seek Big Names,” 
Women’s Wear Daily (October 19, 1956), pp. 1, 29. 


which to erect its own building, Macy's 
was also given a veto privilege over 
other tenants at the Roosevelt Field 
Shopping Center. All other stores were 
to be leased on a minimum guarantee 
and percentage basis.* The poor show- 
ing of this center, one of the country’s 
largest, has been well publicized.* A ma- 
jor factor appears to have been too much 
dependence on the department store. 
When Macy’s did not provide sufficient 
drawing power at the center, the de- 
veloper and other tenants wanted an 
additional heavy-traffic pulling retailer, 
preferably Ohrbach’s. The success of a 
nearby discount department store made 
this type of retailer the logical tenant. 
But Macy’s is believed to have de- 
manded additional concessions before 
surrendering its veto against an Ohr- 
bach type tenant. 


Effects of Present Policy 


The poor earnings record of many 
shopping centers has encouraged inves- 
tors to reexamine the potential of shop- 
ping centers.’ Against this skepticism 
should be noted the optimism of such 
statements as the following. According 
to Theodore Berenson, a leading shop- 
ping-center developer, “our centers are 
planned for a fifty-year business cycle, 
and once a regional gets in they are sui- 
cide to compete with.” An Urban Land 
Institute Report states: “Even those re- 
gional centers without the best locations 
or stores will nevertheless be successful 
because their heavy capital investment 


* Eugene J. Kelley, “SHOPPING CENTERS Locat- 
ing Controlled Regional Centers,” Eno Foundation 
for Highway Traffic Control (Saugatuck, Connecti- 
cut, 1956), pp. 107-108. 

*“ WEAKNESSES POP UP Roosevelt Field Misses 
First Year Sales Goals,” Women’s Wear Daily (Sep- 
tember 27, 1957), pp- 1, 26. 

*David Hoddeson, “CRACKED FACADE Shop- 
ping Centers Have Lost Their Glamor for Inves- 
tors,” Barron’s (August 12, 1957), p- 17- 
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will deter any competitor from attempt- 
ing to set up a better designed center in 
the same trading area.’”® 

But does the present tenant-selection 
policy warrant any such confidence in 
the future of the regional shopping cen- 
ter? Is the regional center strengthening 
its competitive position by linking its 
future development to that of the de- 
partment store and other traditional re- 
tailers? In the years since World War II 
many department stores have experi- 
enced difficulty in adapting to changing 
conditions and to new forms of com- 
petition. As a result of conventional 
merchandising methods, many national 
chains have also found themselves in a 
vulnerable position.? 


The Innovator 


Historically the innovating entrepre- 
neur has been considered a disturbing 
element by those whose equilibrium he 
upsets. Within the center the customary 
resistance exists toward innovistic com- 
petition. This type of competition is a 
“dynamic which threatens the status 
quo, puts all known goods and methods 
potentially out of date, and makes haz- 
ardous all investment in specific produc- 
tion equipment and distribution align- 
ments. It is the antithesis of handicap 
competition which aims deliberately to 
preserve existing channels of distribu- 
tion and to give security to competitors 
rather than to maintain competition.”* 

If the center is successful in freezing 
local retailing into a mold which is im- 
mune to change, new retailing forms or 

*“Shopping Centers Here En Masse,” New York 
Times (October 21, 1956), Section g, pp. 1, 11. 

™Faye Henle, “NEW LOOK IN WOMEN’S 
WEAR Self-Service, Discount Merchandising Pay 
Off for Apparel Chains,” Barron’s (October 7, 1957), 

M. Barnet, “Showdown in the Market 
Place,” Harvard Business Review (July-August 


1956), pp. 85-95, at p. 89. 


concepts will probably develop outside 
the center. Such changes are socially de- 
sirable since they result from increased 
efficiency which generally brings mer- 
chandise to consumers at lower prices. 

However, the established retailer is 
reluctant to adopt changes which disturb 
his smoothly functioning organization. 
For example, starting on a self-service 
basis differs from conversion to a self- 
service basis because it does not involve 
the discharge of employees or changing 
the physical layout of the store. The in- 
novator does not have the problem of 
preserving what may have taken years 
to build; he utilizes innovation without 
concern for existing methods. Retailers 
of this type have enjoyed the greatest 
growth since World War II. Their 
thinking has consistently been in terms 
of a high turnover-low margin policy 
and not in terms of higher markups. 

If regional centers follow a policy of 
excluding such retailers, their competi- 
tion will only be intensified. Competi- 
tion not only emanates from other re- 
gional centers, and it does not knock at 
the center gate and wait to be admitted. 
Outside retailers will have to compensate 
the shopper for giving up the conven- 
iences of the center. They can do this 
and survive only by performing the re- 
tailing function more efficiently. In this 
rivalry the center merchant may find 
himself at a disadvantage, with higher 
costs than the excluded retailer who is 
not subject to center controls and higher 
rents. 

The degree of control a center can 
exercise over a particular trading area 
is limited by the automobile and the 
availability of alternative retailing facil- 
ities. These facilities are rapidly coming 
into existence in the form of farmers’ 
markets, mill outlets, smaller shopping 
centers dominated by discount houses 
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and supermarkets, and retailers in free 
standing locations. Certain of these re- 
tailers using austere or primitive facili- 
ties seem to have gauged consumer pref- 
erences better than the developers of 
many elaborate shopping centers.® 


THE PUBLIC INTEREST 


Does the regional shopping center 
have any responsibility to the public in 
its selection of tenants? The answer 
would seem to depend upon its eco- 
nomic importance as a regional retailing 
center. The center attempts to reach its 
goal of becoming the area’s major retail- 
ing institution by developing into the 
civic, cultural, and social center for the 
region—as integral a part of modern life 
as were the Greek, Roman, and medi- 
eval markets and fairs. If the center 
reaches this goal, it might find itself 
vested with substantial public responsi- 
bility and subject to some degree of 
public control. Thus present tenant se- 
lection procedures could play an impor- 
tant role in determining the extent of 
public responsibility. 


Legal Aspects 


Much of the common law affecting 
trade emanated from the medieval mar- 
kets which later developed into retail 
centers and were most influential from 
the twelfth to the fifteenth centuries. 
Legislation derived from these markets 
may become even more meaningful 
when applied to their lineal descend- 
ants, today’s shopping centers. 


. . . But when persons hold themselves 
out as dealing with the public, when per- 
sons desire to enter a trade or calling of their 
own choice, and when exchange (trading) 
is publicly conducted, property and persons 


*Morris L. Sweet, “Will Today’s Farmers’ Mar- 
kets Become Tomorrow's Super Market?” Printers’ 
Ink (October 12, 1956), pp. 28-31. 


become subject to the overriding law of the 
market. Under Anglo-Saxon law (which is 
the basis for the Sherman Act), everyone has 
of common right the liberty of coming to 
market to buy in competition with others. 
Everyone has of common right the liberty 
of access to the market, to buy or to sell, 
without monopoly control, concerted action 
or other restraints on competition . . .1° 


Power of Exclusion 


Does the shopping center begin to as- 
sume the characteristics, importance, and 
responsibility of the medieval market if 
it is the civic, cultural, and social center 
of the community? Its economic impor- 
tance may be the result of municipal 
assistance in rezoning, which enables the 
center to occupy the most strategic loca- 
tion in the region. Does an excluded 
retailer then have grounds for demand- 
ing admission to the center on the basis 
of common or statutory law? Obviously, 
physical limitations preclude the accept- 
ance of all who might wish to become 
tenants. But does the center have a uni- 
lateral right to select and exclude pro- 
spective tenants? Several decisions, al- 
though not directly concerned with the 
shopping center as such, suggest the diffi- 
culties that could arise from arbitrary 
use of such a power. These rulings also 
point out the need for continued ad- 
ministrative review of tenant-selection 
procedures by the center management. 


The Sherman Act 


In Gamco, Inc. v. Providence Fruit & 
Produce Building, Inc. (194 F.2d 484, 
1952), the Providence Fruit and Produce 
Building controlled the building and 
surrounding land where retail buyers 
habitually congregated and which had 

* Report prepared by Dr. Vernon A. Mund for 
the Select Committee on Small Business, U.S. Sen- 
ate, 85th Congress, ist Session, The Right to Buy 
and Its Denial to Small Business, Document No. 
32 (1957), P- 74- 
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the best shipping facilities in Provi- 
dence. Gamco, a wholesaler, leased space 
in the Produce Building, and upon af- 
filiation with a Boston wholesale fruit 
and produce dealer was refused renewal 
of its lease. The State Supreme Court 
upheld a suit for trespass and ejectment, 
but the U.S. Circuit Court overruled the 
decision; the Supreme Court (97 L. Ed. 
636) upheld the Circuit Court ruling. 
The defendants contended that the 
availability of alternative sites precluded 
any charge of monopoly, but the court 
held that the availability of substitute 
sites was not an adequate defense. It was 
only at the Produce Building at which 
buyers gathered and which had the most 
economical transportation facilities; it 
was thus a monopolist’s advantage to 
impose upon the plaintiff the work of 
developing another site. 
The court further stated: 


Admittedly the finite limitations of the 
building itself thrust monopoly power upon 
the defendants, and they are not required 
to do the impossible in accepting indiscrim- 
inately all who would apply. Reasonable 
criteria of selection, therefore, such as lack 
of available space, financial unsoundness, 
or possibly low business or ethical stand- 
ards would not violate the standards of the 
Sherman Antitrust Act. But the latent mo- 
nopolist must justify the exclusion of a com- 
petitor from a market which he controls. 
. . . The conjunction of power and motive 
to exclude with an exclusion not immedi- 
ately and patently justified by reasonable 
business requirements established a prima 
facie case of the purpose to monopolize. 
(p. 487, 488) 


The final judgment in this case (U.S. 
v. Providence Fruit & Produce, .Inc., 
C. A. 1533, District of Rhode Island, 
February 6, 1953) contained the follow- 
ing provision with implications for the 
limitation of center control over the op- 
erations of existing tenants. 


IV. The company is enjoined and re- 
strained from: . . . 

(B) Interfering with or restricting any 
tenant in the conduct of its business; pro- 
vided, however, that the Company shall 
have the right to promulgate reasonable, 
uniform and non-discriminatory rules and 
regulations relating to the physical opera- 
tion of the Produce Building. 


Another pertinent case is American 
Federation of Tobacco Growers, Inc. v. 
Neal (183 F.2d 869, 1950). The plaintiff, 
a farmers’ cooperative, was refused sell- 
ing time at tobacco auctions controlled 
by the defendant, a tobacco board of 
trade, and which was a prerequisite to 
doing business in the Danville, Virginia, 
market. The court held that the Sher- 
man Act had been violated. 


... A restraint of trade involving the 
elimination of a competitor is to be deemed 
reasonable or unreasonable on the basis of 
matters affecting the trade itself, not on the 
relative cost of doing business of the per- 
sons engaged in competition. One of the 
great values of competition is that it en- 
courages those who compete to reduce costs 
and lower prices and thus pass on the saving 
to the public; and the bane of monopoly is 
that it perpetuates high costs and uneco- 
nomic practice at the expense of the public. 


(p. 872) 


Another legal factor which might be 
considered is that of the state interest 
involved. Federal legislation may not 
necessarily apply to an intrastate shop- 
ping center, but most states have legis- 
lation comparable in many respects to 
the federal Sherman and Clayton Acts. 
“Some twenty-seven states have adopted 
constitutional provisions which condemn 
monopoly, restraint of trade, restraint 
of competition, price fixing, and in some 
cases, concerted action to limit output. 
. . . Some forty-one states, moreover, 
have enacted statutory provisions against 
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such offenses." There has been limited 
activity under the provisions of this 
type of legislation. Since there is no 
need for new legislation to be enacted, 
they may serve to facilitate action by in- 
terested parties. 


CONCLUSIONS 


The pertinent question at this point 
is what would occur if the philosophy of 
the regional shopping center were to 
change, and if those tenants now con- 
sidered marginal were admitted to the 
center. The need for such change is 
foreshadowed by the incipient develop- 
ment of a new type of retailer, a com- 
bination of the supermarket and dis- 
count house. Supermarkets are expand- 
ing even further into nonfood lines to 
the extent of duplicating the merchan- 
dise lines of the discount house, and dis- 
count houses are expanding into food 
lines. The competitive problems of the 
regional shopping center would be ac- 
centuated because the combined super- 
market and discount house offer more 
intense competition in all merchandise 
lines. The merchants in the center, be- 
sides being subject to higher costs which 
limit their competitive ability, were 
selected on the basis of a center philoso- 
phy of limited or planned competition. 
This orientation would contribute little 
in a struggle for survival. 

The advantages of admitting presently 
unacceptable tenants are demonstrated 
by the increase in the shopper appeal of 
downtown areas when these retailers have 
moved into buildings formerly occupied 
by traditional department stores. Fur- 
ther proof is suggested by the considera- 
tion given to such retailers when the re- 
gional shopping center fails to meet its 

“Vernon A. Mund, Government and Business 


(New York: Harper and Bros., 1955), 2nd edition, 
p- 446. 


sales goal. If these tenants were admitted 
to the regional center at its inception, 
its drawing power would be strengthened 
by providing the shopper with a more 
representative and desirable selection of 
merchandise and prices. 

There would be a favorable reaction 
on marketing costs as other center ten- 
ants are stimulated to reduce costs and 
are prevented from becoming compla- 
cent. The center could then absorb and 
utilize innovation instead of being 
threatened by it. Problems could arise 
for the developer, with the likelihood of 
retailers questioning the suitability of 
present rental arrangements which are 
based on the costs of building and op- 
erating the center. 

The absence of the low-margin mass 
retailers makes the center attractive 
largely to the shopper seeking goods of 
limited appeal or regarding the center as 
a showplace. With the passage of time 
another type of regional shopping cen- 
ter may be planned without frills for the 
low-cost retailer, or some of the existing 
centers under pressure may be reoriented 
toward the low-cost retailer. The use of 
the automobile and the increased avail- 
ability of comparative price information 
limit the power derived from location 
and distance. If the center is successful, 
outside retailers will demand changes in 
admission policies; and legal controls 
are a possible concomitant of a closed 
door policy. 

A modified open-door policy that 
gives equal consideration to those re- 
tailers now considered unacceptable or 
marginal is necessary; the center cannot 
thrive as the citadel of the status quo. 
The regional shopping center can as- 
sure itself of a healthy and continued 
existence and make a contribution to- 
ward lowering distribution costs by en- 
couraging the innovating entrepreneur. 
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DO’S AND DON’T’S IN SELLING ABROAD 
ARTHUR C. NIELSEN, JR. 


Marketing men who sell abroad, or who are contemplating it, will acquire a fresh 
viewpoint from this 15-point discussion of marketing hazards in foreign countries. 

The President of the A. C. Nielsen Company discusses some of the dangers in foreign 
marketing that discourage the uninitiated, harass the misinformed, and gall the ill ad- 
vised. But with his warnings are suggestions for positive action to avoid the hazards. 


HE relentless forward thrust of sci- 
ton plus the productive genius of 
the modern business executive have re- 
sulted in a surplus of goods and services 
in many places. 

Yet the needs and wants of modern 
economic man are virtually insatiable. 
And two-thirds of the world’s population 
is in dire need of the basic necessities of 
life. 

Such great marketing opportunities 
exist that those who profit most will be 
the men and organizations who best 
master the complex business of selling 
abroad. 


NEED FOR RESEARCH APPROACH 


The main problems in selling abroad 


@ About the Author. Arthur C. Nielsen, Jr., is 
President of A. C. Nielsen Company, international 
research organization serving the food, drug, radio, 
television, and other industries. Operating in 
eleven different countries, the Nielsen firm employs 
over 3,500 research people who gather, analyze, 
and interpret marketing facts for management. 

As a marketing consultant to the U.S. Govern- 
ment in Europe, Mr. Nielsen has worked with 
representatives of several governments, advising 
them on methods of raising the standard of living 
by improving marketing operations. In both Italy 
and Japan he has visited numerous factories and 
lectured on marketing to leading businessmen, gov- 
ernment officials, and educators. 

A Business Administration graduate of the Uni- 
versity of Wisconsin, Mr. Nielsen was recognized as 
the most outstanding graduate in the class of 1941. 
He has served as a director and officer of the Ameri- 
can Marketing Association, and currently is a di- 
rector of the Chicago Council on Foreign Rela- 
tions. He is also a member of the Economic Club, 
the Citizens Board of the University of Chicago, 
and the Executives Club of Chicago. 


stem from the very real differences which 
exist between the home markets and the 
various foreign markets. Oftentimes a 
manufacturer's initial investigation dis- 
closes so many similarities between the 
foreign markets and his home markets 
that he feels confident of ultimate suc- 
cess, if he can recruit capable associates 
who will diligently pursue the same pol- 
icies which have proved successful at 
home. 

When initial rebuffs occur, he often 
feels that the difficulties are due either 
to a reluctance of consumers to change 
to his superior product, or from some 
deep-seated, unconscious distrust of for- 
eigners (Americans). The true reasons 
for the trouble may involve factors far 
more basic—such as low purchasing 
power, lack of refrigeration, inadequate 
advertising media, attitudes of trade as- 
sociations. Consequently, entirely differ- 
ent approaches may be needed. 

Those remarkable companies which 
seem to prosper under almost any flag 
use the “research approach.” In doing 
so, they assume that they know nothing 
about a new market. They do not accede 
to the very human tendency of oversim- 
plification and assume that people every- 
where are basically the same. True, peo- 
ple are similar in many respects; but 
there are wide differences when it comes 
to what they will or will not buy. So, it is 
through use of a research approach that 
costly errors in foreign marketing can 
be avoided. 
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FIFTEEN RULES AND WARNINGS 
(1) Adapt the Product to the Market 


The most basic of a number of com- 
mon errors is the failure to adapt the 
product to the market. 

In other words, attempts are made to 
sell the home-market product in other 
places without knowing—as opposed to 
just hoping or believing—that it is the 
best product that can be designed to 
meet foreign needs. Often a slight and 
easily made modification will greatly en- 
hance results. For example, the typical 
U.S. product is too costly for many for- 
eign markets, and a scaled-down version 
will usually produce better sales and 
profits. 

In this respect, historical data on es- 
tablished competitive items sold within 
a foreign country—showing the trends 
of sales by types, sizes, and price lines, as 
well as the relative amounts of sales and 
advertising effort placed behind each— 
can be most illuminating. 


(2) Gauge the Impact of Custom and 
Tradition 


If a product differs in any essential re- 
spect from those most widely accepted, 
the marketer must be on his guard 
against another error. This is the failure 
to gauge the underlying impact of cus- 
tom, tradition, and racial and religious 
differences. 

These factors, among the most subtle, 
can be the most costly. It is difficult to 
“get them out into the open” because 
people are either unaware of their influ- 
ence or inarticulate when it comes to de- 
fining them. Even then, once defined, 
some obstacles of this type may take a 
generation or more to change. In fact, 
they might be impossible to change, re- 
gardless of the efforts of even a group of 
manufacturers. 

Consider the preferences in French 


Canada for “‘fizz-type” beverages, which 
extend far beyond the soft-drink classifi- 
cation. Other favorites there are per- 
fumed toilet soap, bran cereals, and home 
remedies. Preferences of this type will 
tenaciously withstand a barrage of sales 
and advertising effort. 

A research approach would establish 
the fact that such preferences exist, and 
their degree and trends. Research would 
ascertain the reasons for the preferences. 
It would weigh the possibility of over- 
coming the resistance at a reasonable 
cost within an acceptable period of time. 


(3) Exploit Markets in Proper Sequence 


Before “casting the die” and commit- 
ting resources to developing a business 
in any one country, it is well to examine 
with equal care other likely markets, and 
thus avoid a third error. This is failure 
to exploit markets in the proper se- 
quence. 

In order to avoid this error, both 
budget and timetable should be adequate 
to permit detailed investigations to be 
carried out and priorities assigned. Such 
studies would permit the marketer to 
avoid temporarily countries where ex- 
cessive production facilities already ex- 
ist. Efforts would surely be met with 
depressing price cuts or tariff restric- 
tions, or both. 


(4) Remain Politically Tolerant 


Another common error is a failure to 
enter potentially profitable markets due 
to a personal repugnance toward politi- 
cal institutions. 

Some of the most profitable markets 
are often ruled out solely on their record 
of unstable governments or political in- 
stitutions alien to a particular philoso- 
phy. However, it is well to remember that 
in virtually every country the economic 
rules must be written so that the average 
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man can make an average living. Con- 
sequently, with a better product and 
skillful marketing, results are likely to 
be rewarding. 


(5) Build a Strong Local Management 


Following a decision as to the country 
or countries to be developed, there arises 
the question of who will manage the 
business. Undoubtedly opinions differ, 
but in marketing management the error 
- may be one of failure to build a strong 
management of nationals. 

This often has caused considerable 
disappointment. To avoid this, head- 
quarters personnel can be used to train 
local people in the essentials of the busi- 
ness, and then either moved on to a new 
country or returned home. Most men, 
and their wives, are happier living in 
their own country than for protracted 
intervals in foreign and remote lands. 
Furthermore, the cost to the company is 


less since a wage premium must usually 
be paid to induce headquarters person- 
nel to pull up stakes. 


(6) Beware of Language Barriers 


In addition, most men must live in a 
country a long while before they can 
avoid the error: failure to appreciate dif- 
ferences in the connotation of words. 

This error prevails regardless of 
whether the same language or a trans- 
lation is involved. Countless anecdotes 
have warned us to “beware of literal 
translations.” But how well do we learn? 
Experienced marketing men, whether in 
Montreal or Brussels, Havana or Mex- 
ico City, Copenhagen or Stockholm, can 
regale a visitor with story after story of 
how literal translations, whether on a 
label or in advertising copy, can lose 
both friends and money. Dangers that 
are almost equally forbidding even lurk 
where different versions of the same lan- 


guage are involved (such as Australian 
and American ideas of English). 

This also is true of the very words 
used in communicating with foreign 
representatives or foreign-branch per- 
sonnel. Every industry has its own tech- 
nical jargon. Many of the terms sprang 
originally from colloquialisms spiced 
with humor and abbreviated down to 
single-syllable words for ease of han- 
dling. Although their true meaning may 
not even be found in the dictionary, they 
can be vital to any meeting of minds in 
business. 


(7) Study Differences in Advertising 


Since word power has grown to be 
such a vital force in selling goods and 
services, it is often difficult in marketing 
abroad to escape another error: failure 
to understand differences in advertising. 

Rules as to what advertising can claim 
vary from country to country. Often it 
is a matter of possessing a “feel” as to 
how the rules are interpreted, rather 
than a clear dictum. This is one of the 
reasons that absentee advertising man- 
agement can find itself at a competitive 
disadvantage. 

With mass communication playing a 
vital role, media importance varies 
sharply with such factors as literacy 
levels, restrictive taxation, and other 
forms of governmental interference. Last 
year’s appraisal will not do, as demon- 
strated by the development of television 
advertising in the United Kingdom, in 
Canada, and other countries. Methods 
and systems differ in many respects; in 
fact, the basic approach is by no means 
uniform. 


(8) Identify the Company with the 
Local Scene 


Important public-relations tasks in a 
foreign country are the identification of 
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the company in the buyer’s mind with 
the local scene. Otherwise, the danger is 
great that the company and its products 
will commit the error: failure to achieve 
a domestic personality. 

No detail can be overlooked here, ‘n- 
cluding such factors as the corporate 
name, label, package style, the design 
found on trucks, the architectural plan 
of offices and plant. They will not be 
overlooked by those with an aversion 
toward foreigners and their products. 

Above all, it is important to avoid 
creating the impression that our coun- 
try or ways of doing things are different 
or superior. On the other hand, we must 
keep up to date. Many who are willing 
to concede that change is the order of 
the day in their home markets continue 
to apply methods to foreign markets 
based on impressions which they may 
have gained five or ten years ago. 


(9) Know the Trade Channels 


To those especially concerned with 
distribution, the next error is of vital 
importance. It is the failure to under- 
stand and weigh correctly the relative 
importance of the various types of re- 
tailers in the distribution of the product. 

If there is any subject on which hear- 
say evidence is unreliable, this is prob- 
ably it. Even those manufacturers well 
established in foreign countries often 
have no reliable facts as to the relative 
importance of the various types of re- 
tailers, because they may sell their goods 
largely to a multitude of varying types 
of wholesale organizations. They are un- 
able to trace the redistribution of their 
products among retailers. 

The typical U.S. grocery manufac- 
turer, for example, selling a half or 
more of his output directly to a handful 
of large retailers and often relying on a 
highly skilled brokerage force, is poorly 


equipped to develop and manage a sales 
organization which can thread its way 
successfully through a maze of overlap- 
ping wholesalers and other intermedi- 
aries. Trade channels vary perhaps more 
from country to country than any other 
major marketing factor. For this reason, 
even a thorough knowledge of condi- 
tions in one country helps little when 
selling in another. If profitable results 
are to be obtained, the number, type, 
location, and importance of all classes 
of distributors—together with profit mar- 
gins and fees received—must be carefully 
determined country by country, com- 
modity by commodity. 


(10) Understand the Consumer's Views 
of Price and Quality 


Another common error in foreign 
marketing is the failure to grasp the con- 
sumer’s attitudes on the relationship be- 
tween price and quality. 

This pitfall varies in size and decep- 
tiveness for each product category within 
each country for a whole host of reasons. 
Some are obscure, and some obvious. 
Much seems to depend on how much 
buyers can afford to spend. But a great 
deal also depends on where the people 
of a country place their values as be- 
tween quality and price, in reference to 
a specific product. 

There seems to be no firm relation- 
ship, and certainly no rule of thumb, 
which can be relied upon in a matter 
like this. The fact that consumers resist 
substandard quality does not necessarily 
mean that they will be able to buy and 
pay for extra-fancy quality. They may 
be fussy about some aspects of food han- 
dling, but unwilling to pay for superior 
or more sanitary packaging. 

Many have learned that it is risky to 
rely on replies to questions when setting 
price policies. After all, it costs the re- 
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spondent nothing to assure the inter- 
viewer that, of course, he will buy the 
higher-priced item. The true nature of 
competitive price relationships can be 
determined only after the product has 
been freely offered for sale under normal 
circumstances at prices on which a profit 
can be earned. Yet, if consumer reaction 
to price cannot be reduced to a general- 
ized formula in other countries, this is 
no different from experiences in the 
United States. Specific study within each 
product category is needed both at home 
and abroad. 


(11) Appraise the Degree of Acceptance 
of Free Enterprise 


Discussion of price leads to the next 
error: the failure to appraise properly 
the degree of acceptance of the competi- 
tive-economy principle. 

Actually the virtues of free enterprise 
are by no means widely accepted. Indus- 
try-controlled output and price fixing 
are the more commonly encountered 
business forms. These are usually allied 
with strongly entrenched wholesale and 
retail trade interests. 

Consequently, reprisals visited upon 
a new or overly aggressive competitor 
are sometimes very subtle but very effec- 
tive. Of course, conditions vary widely 
from industry to industry and from 
country to country. Nevertheless, expe- 
rience suggests that it is well to appraise 
these conditions in advance rather than 
to ignore them. 


(12) Explore Government Regulations 


Trade practices are often effectively 
buttressed and even cloaked in respect- 
ability through laws. Consequently, spe- 
cial-interest laws, as well as traditions 
and attitudes of the government toward 
business, must be studied most carefully 
because another common error ‘is fail- 


ure to pay due attention to the various 
government regulations involved. 

In some countries an outside man- 
ufacturer is not permitted to engage in 
business at all until he has obtained 
permission from several government 
agencies. It is essential to explore every 
form of government control. Foreign 
marketers should make sure that the 
necessary permits, machinery, labor, ma- 
terials, housing, and in-and-out-of-the- 
country foreign exchange will be avail- 
able. 


(13) Insulate Against Restrictive Legis- 
lation 


Rules laid down by governments can 
and do change from time to time, which 
leads to the error: failure to insulate the 
business from arbitrary acts of govern- 
ment. 

When anticipating the possibility of 
foreign marketing, the first thought of 
most sellers is simply to ship abroad the 
surplus production of their domestic 
plants. This procedure can and often 
does run into difficulties when foreign 
governments raise restrictive tariffs or 
impose arbitrary quotas. Such discrim- 
inatory actions are usually visited upon 
an importer just when his success in cap- 
turing a worthwhile market seems as- 
sured. 

For these reasons, long-term efforts 
should in most cases be directed toward 
building a sufficient volume of business 
in a country to warrant construction of 
a local factory. With a production facil- 
ity established, costs are usually lower— 
an important factor itself in building a 
franchise. 

Of even greater significance is the fact 
that the company is now an employer of 
domestic labor. This refutes one of the 
major political arguments justifying re- 
strictive legislation against the concern. 
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(14) Invest for the Long Pull 


While more and more producers now 
recognize the desirability of marketing 
products made locally, some fail to real- 
ize full benefit due to failure to invest 
for the long pull. 

This usually takes one or both of two 
forms. Either the item is over-priced, or 
there is unwillingness to “plow back” a 
sufficient number of sales dollars into 
advertising. In either case, efforts to 
broaden acquaintance and acceptance 
are inhibited. Under present conditions, 
if political or other risks appear to be of 
such magnitude that invested capital 
must be fully recovered in less than five 
years, it is probably better to forget the 
market for most widely distributed con- 
sumer items. 


(15) Interchange Information Between 
the Home Office and the Foreign 
Office 

Once a foreign business has been es- 
tablished on a profitable basis, there may 
be a tendency on the part of manage- 
ment to forget about it and to turn 
its attention to other countries and 
problems. This can lead to the error: 
failure to provide for an adequate flow 
of information both to and from the 
parent company. 

Executives of the headquarters com- 
pany are in far greater need of contin- 
uous, detailed information on a sub- 
sidiary operating in another country 
than on their domestic business with 
which they are more intimately familiar 
through years of observation and study. 

They do not have the day-to-day feel 
of competitive conditions and trends of 
the foreign country. For this reason, 
they need continuous facts regarding 
the competitive progress of the subsid- 
iary, thus permitting them to provide 
necessary assistance derived from their 


long years of practical experience. Too 
often, gradual year-to-year sales gains 
are permitted to cover up the fact that 
the company is slipping competitively. 
When finally these untoward conditions 
are reflected in unfavorable. earnings, it 
may be too late for key executives at 
home to correct this situation, because 
they have been out of touch for years 
with the market and its peculiarities. 
For this reason, it is particularly impor- 
tant that essential marketing information 
concerning the operations of foreign sub- 
sidiaries be continuously sent into head- 
quarters. 


WHY SELL ABROAD? 
Possibility of Profit 


Considering all of these problems, 
why try to sell abroad? Additional profits 
are, of course, the almost universal ob- 
jective of marketing abroad. Whether 
more profit could be produced by devot- 
ing to domestic markets the capital and 
the management effort expended in for- 
eign development is a moot question. 
The answer depends on many factors, 
including the degree of saturation which 
has been attained in the home market. 

When the home markets have been 
fully developed, the company must either 
stagnate or seek further growth through 
entry into new fields. It may be more 
profitable and less risky to grow by mar- 
keting in foreign countries the products 
for which a successful production and 
marketing pattern has been established 
at home than to enter new fields in the 
home market. 

Either method necessarily involves 
risks. But the foreign route does not 
necessarily involve the greater risk. 


Diversification of Risk 


The possibility of increased profits, 
however, is only one of several benefits 
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to be derived from marketing abroad. 
In many cases, diversification of risk is 
equally important. Even when a man- 
agement firmly believes that its own 
country offers the most stable and de- 
pendable future economic conditions, it 
should be recognized that future con- 
ditions in various countries cannot be 
predicted with a high degree of accuracy. 
Competitive, legislative, or other ob- 
stacles may arise at any time in any 
country and do serious or even fatal 
damage to a business. 

Many a company, at one time or an- 
other, has gone through very difficult 
periods in its home country, while its 
foreign subsidiaries continued to pros- 
per, thus maintaining the entire enter- 
prise in sound and prosperous condition. 


Development of Management Personnel 


Development of management person- 
nel is another advantage usually derived 
from ventures abroad. Since no one 
country has a monopoly on brains and 
ability, it is almost inevitable that a 
comprehensive international operation 


will reveal some unusually capable man- 
agement talent. 

Furthermore, nothing develops execu- 
tive talent quite so rapidly and soundly 
as an opportunity to manage a complete 
business. In an international operation, 
this opportunity can be granted to a con- 
siderable number of men. Obviously, 
possession of an unusually good supply 
of top-management personnel affords im- 
portant protection for a company’s fu- 
ture. 


Improved Products and Methods 


It is inevitable that a well managed 
international organization will develop 
improved products and methods. The 
variety of obstacles encountered stimu- 
lates thought and develops more ingenu- 
ity; and men of widely different back- 
grounds are likely to develop a greater 
number and variety of products and 
methods. 

Better products and services to cus- 
tomers are an almost inevitable conse- 
quence of the wider experience derived 
from conducting business on an inter- 
national basis. 
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FACTORS INFLUENCING THE DEMAND 
FOR NEW AUTOMOBILES 


PETER E. DE JANOSI 


What family characteristics are related to the purchase of a new car? 

Eight variables were analyzed that can be expected to have an important role in the 
purchase decision. Through statistical techniques it was possible to test simultaneously 
the relationship of these factors to new-car purchases by families. 

Substantially more information was culled from the data by the chosen statistical 
technique than would have been possible through other methods. And several unexpected 


relationships were discovered. 


THE PROBLEM 


I IT possible to predict whether a fam- 
ily will or will not buy a new car 
within a specified year? 

The selection of variables with which 
families’ new-car purchases can be pre- 
dicted is not easy. But some theoretical 
reasoning may help to give an answer to 


the question. 

In order to buy a new car, a person 
has to be able to pay for it, or obtain 
credit. The most important measure of 
this ability is probably personal income. 
However, large liquid assets may serve 
as substitute for income. Or a family 
already owning a car might be better 
able to afford the purchase of a new car 
than somebody not owning one because 
by selling or trading this car the actual 
financial outlay will be smaller. The 
newer the car owned, the larger is its 
trade-in value and the smaller the re- 
quired outlay. 


e@ About the Author. Peter E. de Janosi is an 
economist in the General Economics Department of 
the Standard Oil Company (N. J.). 

Formerly he was Study Director at the Survey 
Research Center and a member of the Research 
Seminar for Quantitative Economics of the Uni- 
versity of Michigan, where he received his Ph.D. 
in economics. The author wishes to acknowledge 
the valuable suggestions of Professors George Ka- 
tona and Daniel B. Suits in connection with this 
article. 
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Families will not buy a new car just 
because they can “afford” to do so. Hence, 
factors reflecting a family’s willingness 
to buy a new car are needed. Whether 
families are willing to buy a new car 
may depend on their perception of their 
financial situation. Not only the objec- 
tive measure of incomes, liquid assets, 
etc., are required, but the subjective 
feelings of the families about these var- 
iables are significant. Moreover, what 
the families expect their future needs, 
expenses, and incomes to be are of con- 
siderable importance. 

There is a possibility that families’ 
feelings of financial security are related 
to their attitudes and expectations about 
the course of the economy as a whole. 
What do they think of business condi- 
tions, present and future? 

Another group of factors relates to 
opinions about the car market. Expecta- 
tion that car prices are going to rise will 
probably lead to different action than if 
a price decline is foreseen. Styling and 
general appearance of automobiles will 
also influence willingness to buy. 

Satisfaction with the present car owned 
is another consideration. Families will 
be more willing to buy a new car if, 
other things being equal, they are dis- 
satisfied either with the appearance or 
performance of their present car. 
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AVAILABLE DATA 


The data available for analysis were 
from the Survey of Consumer Finances, 
conducted for the Federal Reserve 
Board by the Survey Research Center of 
the University of Michigan. The Survey 
of Consumer Finances has been con- 
ducted annually since 1946; and findings 
have been reported in the Federal Re- 
serve Bulletin each year, customarily in 
its summer issues. 

This Survey is based on a cross-section 
of spending units. A spending unit is de- 
fined as a group of individuals related 
by blood, marriage, or adoption, sharing 
a dwelling unit and pooling their in- 
comes. Some spending units, however, 
contain only one individual. Therefore, 
the expression “spending unit” and “in- 
dividual” will be used interchangeably. 

Two sets of interviews dealing with 
spending units were available. The first 
interviews were conducted during Jan- 
uary and February of 1952. The second 
set of interviews, with the same spending 
units, was obtained during January and 
February of 1953. Thus, it was possible 
to select the predictive variables from 
the survey of January-February, 1952, 
while the actual new-car purchases were 
made during 1952 and recorded in the 
January-February, 1953, interviews. 

The information obtained is a useful 
guide, even though the sample is not a 
completely representative sample of 
American spending units. During the 
twelve-month period, about 15 to 20 per 
cent of the spending units moved from 
one abode to another, and these were not 
followed up for the second round of in- 
terviews. The fact, however, that the re- 
interview sample part of the 1953 Survey 
lacks representativeness in no way im- 

*George Katona and others, “Methods of the 


Survey of Consumer Finances,” Federal Reserve 
Bulletin, Vol. 36 (July, 1950), pp. 795-809. 


plies that the survey as a whole is not a 
truly representative sample of the U.S.? 

Two other groups of spending units 
were also omitted: units whose major 
sources of income came from farming, 
because they were not asked some of the 
questions in the interviews; and some 
spending units not willing or unable to 
reply to the requested information. Ex- 
cluding these spending units, there were 
861 interviews, on which the following 
analysis is based. 


PREDICTIVE VARIABLES 


The actual variables used were se- 
lected in such a way as to measure the 
spending unit’s ability as well as willing- 
ness to buy a new car, but with the limi- 
tation that many desirable variables 
were not available. Altogether eight 
variables were used: 


. Disposable income 

. Car ownership status 

. Financial well-being 

New-car purchase plans 

. Actual and expected earning rates 

. Age of the head of the spending unit 
. Marital status of the spending unit 
. Size of the community 


oO 


Tables that follow, relating these var- 
iables to new-car purchase, are for illus- 
trative purposes only. 

One measure of a spending unit’s abil- 
ity to buy is the disposable income of 
this unit. Disposable income is a better 
measure of available income than total 
personal income, as it excludes tax pay- 
ments. As would be expected, disposable 
income and frequency of new-car pur- 
chases is positively related. See Table 1 
(Part A). 

Whether the spending unit owns a 
car or not and also whether the car owned 


* Federal Reserve Bulletin, Vol. 39 (June, 1953), 
PP- 595-596. 
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TABLE 


PROPORTION OF SPENDING Units THAT BouGcHut A New Car Durinc 1952 
WITHIN DisPOsABLE INCOME 


(B) 
AND ECONOMIC 


(A) 
AND CAR OWNERSHIP STATUS GROUPS WELL-BEING GROUPS 


Spending Units That: 


Financially Better or Worse Off 


Ownacar Ownanold 
Ownacar boughtused used car 
bought (Recent or do not 
new” models)’  ownacar* 


1951 All 
Spending Unit spending 


Worse 
Disposable Income units 


Better 


Under $3,000 
$3,000-3,999 
$4,000-4,999 
$5,000-5,999 
$6,000-7,499 
$7,500-9,999 
$10,000 and over 
All spending units 


*® The figures in parentheses are the number of cases in the cells. 

» Includes spending units that own a car originally bought new, irrespective of when this car was bought. 

© Includes spending units that own a car originally bought used of 1947, 1948, 1949, 1950, 1951, 1952 vintage. 

4 Includes spending units that own a used car of pre-1947 vintage, and spending units that do not own a car at all. 


is fairly new, will affect the net outlay 
necessary for the purchase of a new car. 
Therefore, spending units were divided 
into three groups: 


(1) Spending units that own a car originally 
bought new. 

(2) Spending units that own a car five years 
old or less, originally bought used. 

(3) Spending units that own a car older 
than five years, originally bought used, 
and also spending units that do not own 
a car at all. 


It is believed that individuals at first 
tend to enter the used-car market, and 
only later upgrade to the new-car mar- 
ket. Table 1 (Part A) lends some support 
to this belief, but in the higher-income 
brackets the findings are not clear. 
Turning to variables that represent 
willingness to buy a new car, there are 
limitations to the data; but some attitud- 


inal variables are important. One of 
these variables measures the spending 
unit’s financial well-being. This measure 
is not an objective one, but depends on 
a spending unit’s subjective feelings of 
its own well-being. Three groupings 
were made. Table 1 (Part B) shows that 
there is a strong relationship between 
financial well-being and new-car pur- 
chases. However, this relationship does 
not exist among spending units with 
disposable incomes of over $5,000. 
Another variable was the intention to 
buy a new car during the eleven or twelve 
months following the interview. This 
variable stands for a myriad of other 
factors. Table 2 (Part A) reveals that 
there is a very strong relationship be- 
tween planning to buy a new car and 
the purchase of a new car. Although the 
replies to the question of anticipated 


be. 

(332) ( 43) (21) (268) ( 94) (112) (126) 

06 16 04 01 10 03 04 

(159) ( 43) (24) ( 92) ( 48) ( 66) ( 45) 

09 18 14 Ol 16 05 02 

(134) ( 51) (14) ( 69) ( 55) ( 38) ( 41) 

14 14 12 15 15 18 14 

( 72) ( 36) (16) ( 20) ( 27) ( 23) ( 22) 

18 12 30 .28 17 18 .20 

( 50) ( 33) (10) ( 7) ( 23) ( 17) ( 10) 

18 15 33 25 33 05 .20 

( 50) ( 40) ( 6) ( 4) ( 15) ( 20) ( 15) 

25 21 .00 80 24 27 24 

( 64) ( 58) (1) (_ 5) ( 25) ( 22) ( 17) 

.08 15 12 03 13 06 .06 
; (861) (304) (92) (465) (287) (298) (276) . 
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TABLE 2* 


PROPORTION OF SPENDING Units THAT Boucnt A New Car Durine 1952 


Wrruin Disposas_e INCOME 


INTENTION GROUPS 


(A) 
AND NEW CAR PURCHASE 


(B) 
AND PRESENT AND EXPECTED 
EARNING RATES GROUPS 


Car Purchase Intentions Spending units that: 
Make more Make less 
andexpect Nochange or and expect 
1951 Spending Unit Intend to buy Do not intend tomake mixed movements to make 
Disposable Income anew to buy anew car more money inearningrates* less money* 
Under $3,000 38 02 04 03 00 
( 8) (324) ( 56) (228) ( 48) 
$3,000-3,999 -36 .03 04 04 
(11) (148) ( 49) ( 96) ( 14) 
$4,000-4,999 50 04 08 -10 08 
(14) (120) ( 50) ( 72) ( 12) 
$5,000-5,999 50 ll Al 14 20 
( 6) ( 66) ( 18) ( 44) ( 10) 
$6,000-7,499 50 12 36 12 00 
( 8) ( 42) ( 14) ( 32) ( 4) 
$7,500-9,999 67 07 17 -16 33 
( 9) ( 41) ( 12) ( 32) ( 6) 


$10,000 and over 


All spending units 


* The figures in parentheses are the number of cases in the cells. 


» Even though a spending unit may intend to 


two new cars, it is included only once. 


bu: 
© Includes spending units that have an —etnctinen | present earning rate and expect the same, as well as units that have 
different present earnings rates compared to those expected. (See footnote d for exceptions.) 


no change; and (2) make the same, and 


purchase were scaled according to the 
expressed “probability” that the new- 
car purchase would materialize, spend- 
ing units—certain, fairly certain, and un- 
decided about their intentions—were 
combined into one group. While the 
“cells” are small for the disposable-in- 
come brackets, the largest proportion of 
new-car buyers who did not express in- 
tentions to buy a new car can be found 
in the highest-income bracket. 

In order to obtain a longer-range view 
of the financial situation of units than is 
possible by using annual income, two 
variables dealing with earning rates were 
combined. These were: the earning rate 
at the time of interview compared to the 
earning rate a year ago, and the expected 
earning rate a year hence compared to 
the present. See Table 2 (Part B). Spend- 
ing units were combined inio three 
groups: 


4 Includes spending units that make less — to make less money, as well as those that (1) make less and expect 
expect 


(1) Those currently making more, and also 
expecting to make more. 
(2) 


Spending units that had no change, and 
expect no change in their earning rates; 
as well as those that expect a different 
earning rate compared to the present 
one. (Iwo exceptions were made: units 
that have at present an unchanged earn- 
ing rate but expect a decrease, and units 
that at present have a lower rate and 
expect no change were included in the 
third group.) 

In addition to those mentioned in (2), 
spending units making less, and expect- 
ing to make less money. 


(3) 


Finally, three other variables were se- 
lected: age of the head of the spending 
unit—Table g (Part A); marital status of 
the spending unit—Table 3 (Part B); and 
the size of the community in which the 
spending unit lives—Table 3 (Part C). 

These three variables are not clearly 


| 

50 18 31 19 50 

(14) ( 50) ( 13) ( 43) ( 8) ' 
49 05 10 07 
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Taste 3* 


PROPORTION OF SPENDING UNITs THAT BoucHt A New Car Durine 1952 
WITHIN DisposaBLe INCOME 


(A) 
AND AGE GROUPS 


Age of head of 
spending unit 


55 
and 
over 


1951Spending Unit Under 
Disposable Income 35 


STATUS GROUPS . 


(B) (C) 
AND MARITAL AND SIZE OF 
COMMUNITY GROUPS 


Marital status Size of community 


Towns, 
Central cities, 
metropolitan Block 


area” cities® 


Not 
Married married 


Under $3,000 03 
$3,000-3,999 

$4,000-4,999 

$5,000-5,999 

$6,000-7 499 

$7,500-9,999 

$10,000 and over 


(141) 
06 


( 32) 
00 
( 25) 
08 
( 12) 
00 
( 8) 
00 
( 14) 
29 
( 24) 
04 
(256) 


All spending units 


03 02 
(173) ( 63) 
06 06 
(137) 
08 


The 


figures in parentheses are the number of cases in the cells. 


> includes spending units that live in central metropolitan areas. 
© Includes spending units that live in cities over 50,000 but not metropolitan areas. 
4 Includes spending units that live in cities and towns of less than 50,000; non-farm open country areas; and metropolitan 


suburban areas. 


classifiable into either the ability-to-buy 
or willingness-to-buy categories. But it 
is hoped that the size of the community 
gives some indication of the need for 
transportation; and age and marital 
status are “proxy” variables which stand 
for the various stages through which eco- 
nomic behavior passes during the course 
of the existence of a spending unit. These 
stages—the sum of which has been called 
a life cycle—can be ascribed to changes 
in earning power over the life of an in- 


dividual, and to changes in the need for 
durable goods over the same period. 


RESULTS 


As indicated, eight variables were se- 
lected and their individual relationships 
to the frequency of new-car purchases 
were tabulated. However, since individ- 
ual decision-making units are likely to 
be affected by a multitude of factors, all 
eight variables were combined and re- 
lated simultaneously to new-car_ pur- 
chases. The following equation was used: 


(1) Py = a,DI, + a,A,; + a,M, + a,C, + a,S, + agLM, + a,F, + aE, + a, 


where i = I, 2, 3,. . . 861 and 


P = 0 did not buy a new car 
1 did buy a new car’ 


DI = 1951 disposable spending unit income (in $100) 


1 if the head of the spending unit is 35-54 years old 


{i if the head of the spending unit is less than 35 years old 
A= 


2 if the head of the spending unit is over 55 years old 


* A spending unit buying more than one new car is counted only once. 
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ding unit 
1 if it is a married spending unit 


M={} if it is an unmarried 


| if spending unit resides in cities over 50,000 but not metropolitan areas 


{i if spending unit resides in central metropolitan areas 
c= 


2 if spending unit resides in towns, cities and open country areas and metropolitan suburbs 


0 if a spending unit owns no car, or a used car of pre-1947 vintage 


$s= {; if a spending unit owns a used car of 


post-1947 vintage 


2 if a spending unit owns a car originally bought new 


if spending unit makes less money than a year ago and expects to make less money a year 
hence; makes less and — ype no change, no change in present rate, and expects less 
ex 


. 1 if spending unit has an 
exceptions noted above 


pects no change in earning rates; mixed movements, with the 


2 if spending unit makes more money than a year ago, and expects to make more money a 


year hence 


1 if spending unit is neither better nor worse off financially than a year ago 


{i if spending unit is financially worse off than a year ago 
F= 


2 if spending unit is financially better off than a year ago 


E 


With the exception of disposable in- 
come, the quantification of the variables 
had to be arbitrary; but better or “‘cor- 
rect” scales are not available. 

The dichotomous nature of the de- 
pendent variable P causes special prob- 
lems in the choice of the optimal statis- 
tical technique to estimate equation (1).* 
The linear multiple-correlation tech- 
nique was used. Although this method 
has shortcomings, they do not invalidate 
the results here. 

The statistical estimate of equation 
(1) results in the following equation (the 
numbers in parentheses are sampling 
errors): 


(2) 
(00017) (012) 


P = .00016DI — .01697A + .03269M — .01225C + .02651S 


4 0 if spending unit does not expect to buy a new car 
\ | if spending unit does expect to buy a new car 


can be considered statistically insignifi- 
cant. Of the eight variables, four fall 
into this category: disposable income 
(DI), age of the head of the spending 
unit (A), marital status (M), and size of 
the community (C). Three of the statis- 
tically significant parameters—S, F and 
E—have the expected sign. One variable 
LM is negatively related to P; this is 
counter to the original expectations, al- 
though Table 2 (Part B) does indicate 
that this may occur. 

The correlation coefficient (R) found 
in equation (2) is surprisingly high. Cor- 


(.020) (011) (.010) 


—.03961LM + .03003F + 40818E + .0469 
(016) (011) (083) 


Variables with sampling errors one- 
half or more the size of their parameters 


*For detailed discussion of the statistical prob- 
lems involved, see Peter E. de Janosi, Factors In- 
fluencing the Demand for New Automobiles; A 
Cross-section Analysis, unpublished Ph.D. disserta- 
tion submitted to the University of Michigan, 1956; 
also James Tobin, “The Application of Multivari- 
ate Probit Analysis to Economic Survey Data,” un- 
published Cowles Foundation Discussion Paper No. 
1, December, 1955. 


R = .452 


relation coefficients in this type of sur- 
vey data are usually lower.’ Correlation 
coefficients have also been computed for 


*Lawrence R. Klein and John B. Lansing, “De- 
cisions to Purchase Consumer Durable Goods,” THE 
JOURNAL OF MARKETING, Vol. 20 (October, 1955), pp. 
109-132; Eva Mueller, “Effects of Consumer Atti- 
tudes on Purchases,” American Economic Review, 
Vol. 47 (December, 1957), pp. 946-965. 
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TABLE 4 
A MATRIX OF CorRELATION COEFFICIENTS BETWEEN VARIABLES UsED IN EQUATION (2) 


ize of Car 
com- ownership Age of 
munity status head 


(C) (S) (A) 


Disposable 
income 
(DI) 


Marital 


New-car 
Financial purchase New-car 
well-being intentions purchases 


(F) (E) (P) 


Earning 


1.000 —.018 406 055 
1.000 —.025 
—.005 
1.000 


1.000 


028 170 
101 114 
026 
—255 —.112 
036 052 
315 -101 
1.000 074 
1.000 


every variable with every other variable. 
See Table 4. 

Equation (2) was estimated on the 
basis of 861 individual observations of 
spending units, and, therefore, is meant 
to represent every one of these spending 
units. In the basic data the dependent 
variable can assume only two values 0 
or 1. That is, any one individual either 
has (1) or has not bought (0) a new car. 
However, the multiple-regression equa- 
tion will result in figures between 0 and 
1. Such results can be viewed as prob- 
abilities that certain individuals will 
buy a new car, once the independent 
variables are known. This must also be 
kept in mind in the interpretation of 
the parameters. 


CONCLUSIONS 


The analysis described is preiiminary, 
and the findings are tentative. Confi- 
dence should be placed only in results 
that are tested with different samples 
collected at separate points in time. 

Nonetheless, the feasibility of a thor- 
ough multivariate analysis has been 
demonstrated, and some _ important 
knowledge has been gained about the 
role of certain variables in new-car pur- 
chase decisions. It is indicated that 
among the variables used, new-car pur- 
chase intentions are by far the most 
powerful. Also of significance is the 
strength of the other attitudinal vari- 
ables. 
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Status rates 
—.014 149 
069 —.048 033 
242 003 
—.040 —.290 —.088 
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The Forum 


ROBERT FERBER, Editor 


MEDIOCRITY IN RETAILING 


P. D. CONVERSE 


Why do low-cost retailers allow their expenses to increase and their rate of profit to 
decline? Professor Converse suggests some answers. 


ECENT articles by Frank M. Bass and 

by Robert C. Brooks, Jr., call atten- 

tion to Secrist’s studies of the behavior of 

the expenses of individual retailers over a 
period of years.* 

Two interesting tendencies are developed 
in Secrist’s studies: (1) for expenses to move 
toward the average, that is, for high-cost 
retailers to reduce their expenses, and for 
low-cost retailers to allow their expenses to 
rise; and (2) for the dispersion of expenses 
to be as great at the end of an operating 
period as at the beginning. Some tendency 
is shown for the expenses of retailers with 
near average expenses to move toward the 
extremes, but the main cause is the entrance 
of new concerns with high and low ex- 
penses. 


*Frank M. Bass, “Mediocrity Versus Chance in 
Drug-Store Operating Ratios, THE JOURNAL OF MAR- 
KETING, Vol. 22 (January, 1958), pp. 307-312; Robert 
C. Brooks, Jr., “A Recent Example of the ‘Regres- 
sion’ Fallacy,” THE JOURNAL OF MARKETING, Vol. 23 
(July, 1958), p- 64. 

* Horace Secrist, The Triumph of Mediocrity 
(Chicago: Northwestern University Bureau of Busi- 
ness Research, 1933), pp. 20-21; and other studies. 


@ About the Author. The writer is Professor of 
Marketing, emeritus, University of Illinois, where 
he taught from 1924 to 1957. Professor Converse 
was head of the Marketing Division and Depart- 
ment for nine years, and was chairman and ad- 
ministrator of the Ph.D. in Business program from 
its establishment in 1950 until 1955. He has also 
taught at Washington & Lee University and at the 
University of Pittsburgh, and has served as ex- 
aminer and as special expert for the Federal Trade 
Commission. 


In other words, convergence is counter- 
balanced by divergence. Divergence is 
brought about in considerable part by the 
constant flow of new concerns entering 
business. 

Studies of retail mortality have shown 
that competition does not eliminate the 
high-cost (inefficient) retailers. For every 
one who quits, another enters the field. 
“Hope springs eternal.” 

It is obvious that high-cost operators 
must reduce their expenses or go out of 
business. This seems to happen relatively 
quickly in retailing, where most operators 
have little capital in relation to sales. But 
why do low-cost (efficient) operators allow 
their expenses to increase and their rate of 
profit to decrease? There may be several 
reasons. 

First, there is inertia which usually in- 
creases with the age of the retailer. His 
physician may tell him to ease up, or he 
realizes that “he can’t take it with him.” 
There is also the philosophy of “let well 
enough alone.” 

Second, wastes may creep in, unnoticed. 
Older employees may be retained while 
younger ones are hired to help do their 
work. Old stock may be allowed to accumu- 
late. Unnecessary records may be kept. A 
feeling may develop that small economics 
are no longer necessary, or would hurt the 
prestige of the company. 

Third, plant, equipment, and operating 
methods and records may become obsolete. 
There may be “creeping inertia.” 
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, Fourth, consider the increase in services. 
New institutions may enter the marketing 
field on the appeal of low prices (for ex- 
ample, chain stores, mail-order houses, 
supermarkets, discount houses, retailer- 
owned and voluntary wholesalers), but over 
a period of time they may lose their price 
advantage because they allow their expenses 
to increase, or because competitors reduce 
their expenses. 

Fifth, there may be nepotism. Heredity 
and environment may fail to produce eff- 
cient managers. One advantage of a large 


THE QUESTION OF 


company is that it usually is not family 
controlled, and the top executives must win 
their positions in competition with other 
executives. Yet there may also be “nepotism” 
of a clique. 

Perhaps the most important advantage of 
the large company is its ability to employ 
competent staff men who watch its opera- 
tions and those of competitors, spot in- 
stances of waste and obsolescence, and pro- 
pose changes in operating methods and 
products. 


THE “REGRESSION” 


FALLACY 


FRANK M. BASS 


In a previous article, Frank M. Bass presented data to show that drug-store expenses 
and gross margins at the extreme positions in an array at a particular point in time tended 


to move toward the center with the passage of time. 

This same phenomenon had been measured many years ago in other types of retail 
stores by Horace Secrist, who concluded that the phenomenon indicated mediocrity in 
the stores. It has been alleged that this same conclusion was implied by the present author 
in the drug-store study. In this brief article he denies the allegation. 


HAT has turned out to be a contro- 
Weersial article was published by the 
present author in 1958.1 And Robert C. 
Brooks, Jr., has asserted that the hypothesis 
upon which the bulk of the article is based 
is mediocrity of the stores.” 

This is not true. The primary object of 
the study was to determine the behavior 
pattern of relative operating ratios. 


1Frank M. Bass, “Mediocrity Versus Chance in 
Drug-Store Operating Ratios,” THE JOURNAL OF MAR- 
KETING, Vol. 22 (January, 1958) pp. 307-312. 

*Robert C. Brooks, Jr., “A Recent Example of 
the Regression Fallacy,” THE JOURNAL OF MARKETING, 
Vol. 23 (July, 1958) p. 64. 


@ About the Author. The author has been Associ- 
ate Professor of Business Organization at The 
Ohio State University since 1957. From 1954 to 
1957 he was Assistant Professor of Marketing at the 
University of Texas. Professor Bass received his 
Ph.D. from the University of Illinois in 1954. 


The hypothesis of mediocrity of the stores 
implies causation. In the article, measure- 
ment of the phenomenon was clearly sepa- 
rated from analysis of causes. As an ex- 
ample: “It is apparent that the evidence 
presented here tends to support Secrist’s 
conclusion of ‘regression to type’ as a gen- 
eral phenomenon of retailing. Nevertheless 
the basic ‘causes’ underlying this phenome- 
non seem obscure. Secrist was inclined to 
view ‘regression to type’ as being the result 
of competition. Although he presented no 
empirical evidence to support his conclu- 
sion about causes, he apparently believed 
that those stores whose operating data were 
far above or far below the average for all 
stores were forced by competitive pressure 
to take steps which would bring them closer 
to the average of the group.”* 


*Same reference as footnote 1, p. 310. 
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Also, “There are sufficient grounds to 
question the causes which Secrist assigned 
to the phenomenon ‘regression to type,’ but 
the phenomenon itself seems to be clearly 
impressed in the retail field.’’* 

Brooks asserts that the regression phe- 
nomenon is a pattern which is to be ex- 
pected, giving as support a discussion by 
Wallis and Roberts.’ Actually Wallis and 
Roberts have this to say: “In comparing the 
variability of the same, or corresponding 
individuals, at different times, an illusion 
of decreasing variability is often caused by 
what is know as the regression fallacy. If the 
observations are fluctuating from time to 
time, a particular class interval of a fre- 
quency distribution formed at any given 
time will contain some individuals who 
have ‘strayed’ there from higher class inter- 


*Same reference as footnote 1, pp. 311-312. 

*W. Allen Wallis and Harry V. Roberts, Statistics: 
A New Approach (Glencoe, Illinois: The Free Press, 
1956), p. 258. 


theory underlying this phenomenon. 


N a recent article in this JOURNAL, Frank 

M. Bass presented data to indicate that 
various drugstores whose expenses and gross 
margins were either far above or far below 
average in a particular year tended to move 


e@ About the Author. The author is Manager of 
the Research Division of the Prudential Insurance 
Company’s Western Home Office in Los Angeles, 
and has been with Prudential for the past eight 
years. He received his Ph.D. degree in Psychology 
from the University of Southern California in 
1956, and is presently a Lecturer in Marketing in 
the Graduate School of that institution. 


A CLARIFICATION OF THE REGRESSION 
CONCEPT 


JAMES H. MYERS 


Apparently there are some basic misunderstandings of the concept of regression. This 
article attempts a reconciliation of divergent viewpoints, and also explains the statistical 


vals, and some who have ‘strayed’ there 
from lower class intervals. If the individuals 
are looked at later, the strays tend to have 


returned to their home classes. . . . The 
larger number of strays will have come, gen- 
erally, from the direction in which the 
larger number of individuals lies, that is, 
from the direction of the mode of the dis- 
tribution. Thus, the effect of concentrating 
on the individuals at a later time is to find 
that their average has moved toward the 
mode. This ‘regression’ is a real phenome- 
non if the individuals are fluctuating in 
time; the fallacy lies in interpreting it as 
showing anything about the dispersion of 
the entire distribution at two times.” (Italics 
added.)® 

In other words, the regression phenome- 
non is real. It becomes a “regression fallacy” 
only if there is an error in assignment of 
causation. 


*Same reference, p. 264. 


closer to the average of all drugstores in 
succeeding years.' In a much earlier study, 
Secrist had found this same type of thing in 
connection with various retail stores.? He 
called this phenomenon “regression to 
type.” 

In a more recent article, Robert C. 


*Frank M. Bass, “Mediocrity Versus Chance in 
Drug-Store Operating Ratios,” THE JOURNAL OF MAR- 
KETING, Vol. 22 (January, 1958), pp. 307-312. 

* Horace Secrist, The Triumph of Mediocrity 
(Chicago: Northwestern University Bureau of Busi- 
ness Research, 1933). 
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Brooks, Jr. challenged both Bass and Secrist 
regarding this concept.* Using data from 
Bass’s article about drugstore operating 
ratios, Brooks presented average values of 
lowest and highest quartiles for “percentage 
gross margin” and “percentage expense” 
for the years 1948 through 1952. He said, 
“If there is a tendency toward mediocrity, 
the averages for the lowest quartiles should 
rise through the years covered, while the 
averages for the highest quartiles should 
fall through the years covered.”* And he 
concluded, that, “Since these averages show 
no tendency toward mediocrity, we would 
reject the hypothesis upon which the bulk 
of Bass’s article is based.” 


DIFFERENT VIEWPOINTS 


Brooks on the one hand, and Secrist and 
Bass on the other, may be trying to answer 
different questions. Each may be correct in 
his statements, based upon his own par- 
ticular viewpoint. 

Secrist found that various retail stores 
whose expenses and gross margins were 
either far above or far below average in a 
particular year tended to move closer to the 
average of the group of stores in succeeding 
years. In order to determine this, he had 
calculated the averages of the expense and 
gross margin percentages for the particular 
retail stores which fell in the lowest and 
highest quartiles for a particular year. He 
was then able to show that in succeeding 
years the expense and gross margin averages 
for these same stores tended to move closer 
to the average for all stores; that is, averages 
for stores in the highest quartile during the 
first year tended to drift downward for these 
same stores in succeeding years, while aver- 
ages for stores in the lowest quartile during 
the first year tended, for these same stores, 
to move upward toward the averages for all 
stores in succeeding years. 

Bass verified these findings in his study. 


* Robert C. Brooks, Jr., “A Recent Example of the 
‘Regression’ Fallacy,” THE JOURNAL OF MARKETING, 
Vol. 23 (July, 1958), p. 64. 

* Brooks, same reference as footnote 3. 

* Brooks, same reference as footnote 3. 


He calculated the averages of the “percent- 
age gross margins” and “percentage ex- 
penses” for drugstores in the lowest and 
highest quartiles in the year 1948. He then 
calculated these same averages for the same 
stores in the subsequent years, 1949-1952. 
His data showed a clear tendency for aver- 
ages for the particular stores in the lowest — 
quartile in 1948 to drift upward in succeed- 
ing years, and for averages for stores in the 
highest quartile in 1948 to drift downward 
in succeeding years. 

Brooks, on the other hand, looked for 
averages of expense and gross margin per- 
centages in the highest and lowest quartiles 
to move toward the averages for all stores 
from 1948 to 1952. In this situation, of 
course, the stores in the highest and lowest 
quartiles for any given year were not the 
same stores as were in these quartiles in 
other years. Averages were simply calcu- 
lated for whatever stores happened to fall 
in the highest and lowest quartiles in each 
year. Brooks correctly pointed out that his 
data showed little tendency to move toward 
the average for all stores over the years. 

Thus, Secrist and Bass were concerned 
with the question of whether expenses and 
gross margins of the specific stores in the 
highest and lowest quartiles in a particular 
year would move toward the average for all 
stores in succeeding years, while Brooks was 
concerned with whether or not averages of 
the extreme quartiles would drift toward 
the over-all averages. 

If “regression” (or “tendency toward 
mediocrity”) is defined in terms of specific 
stores at the extremes of expense and profit 
margin distributions in a given year drift- 
ing toward the averages for all stores in 
succeeding years (as do Secrist and Bass), it 
would definitely appear that there is a “re- 
gression to type.” If one defines regression 
as the tendency for all stores to drift toward 
the over-all average over the years, or to 
become more homogeneous in expenses and 
gross margins (as does Brooks), it appears 
that there is no regression of this type. 
Thus, each author is correct, according to 
his own definition of regression. 
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REGRESSION CONCEPT 


While these authors appear to have dif- 
fering concepts of the “regression” phe- 
nomenon, none seems to be aware of the 
statistician’s concept of regression, and the 
theories of measurement underlying it. This 
concept is particularly important and per- 
tinent to the findings of Secrist and Bass. 

According to regression theory, measure- 
ments such as “percentage expense” and 
“percentage gross margin” are composed of 
two parts. Each measurement (percentage 
figure, in this case) contains a “true” score 
plus a “chance” score. Thus, 


Obtained percentage = 
True percentage -+ Chance percentage 


In one sense, each percentage figure in 
Bass’s study is the “true” amount, since the 
figure came directly from the drugstores’ 
books for the period involved (assuming 
no errors in calculation). Yet, in the “per- 
centage expense” figures, for example, ex- 
penses for a given year might be extremely 
high due to unusually large equipment pur- 
chases, overstaffing, or even store renova- 
tions. 

Conversely, if expenses were unusually 
low in a particular year, it is likely that they 
would have to be increased in subsequent 
years to keep equipment and store sur- 
roundings in good operating condition. 
Thus, in regression theory, these unusually 
high or unusually low expenses would be 
considered as “chance fluctuations” in a 
given year. 

Now, according to regression theory, 
“chance” measurements or scores are not 
related to “true” scores, but are related to 
“obtained” scores. Also, chance scores are 
normally distributed, with a mean of zero. 
This means that the higher the obtained 
score, the more positive chance fluctuation 
it is likely to contain; and conversely, the 
lower the obtained score, the more negative 
chance fluctuation it is likely to contain. 
Scores at or near the average of all scores are 


more likely to contain very little or no 
chance fluctuation. 

Since by definition chance fluctuations 
are random, it is not likely that any par- 
ticular store will continue to have the same 
amounts of either positive or negative 
chance over a period of time. And, since 
chance scores are positively correlated with 
obtained scores, it follows that the greater 
the obtained score for any particular store 
in a given year, the more likely that store 
has a large amount of positive chance score, 
and the more likely that store will have a 
lower obtained score in the following year 
or years. Conversely, the lower the obtained 
score for a particular store in a given year, 
the more likely that store has a large 
amount of negative chance score, and the 
more likely that store will have a higher 
obtained score in the following year or 
years. 

Since Secrist and Bass were dealing with 
stores at the upper and lower extremes of 
expense and gross margin distributions in 
a particular year, it follows according to 
regression theory that these stores un- 
doubtedly had large amounts of either posi- 
tive or negative chance scores in that year. 
It also follows that these same stores would 
have smaller amounts of either positive or 
negative chance scores in succeeding years. 

Therefore, stores with high “obtained” 
percentages in the first year would tend to 
have smaller “obtained” percentage scores 
in succeeding years, through fluctuations in 
chance scores alone. Conversely, stores with 
low percentages in the first year would tend, 
through fluctuation in chance scores, to 
have higher percentage scores in subsequent 
years. This is precisely what both Secrist 
and Bass found.® 


* Also, see Alice M. Horn, “Uneven Distribution of 
Effects of Specific Factors,” unpublished doctoral 
dissertation, University of Southern California, 1937 
(also available in University of Southern California 
Educational Monograph #12, 1941); Harold Gullik- 
sen, Theory of Mental Tests (New York: John 
Wiley & Sons, Inc., 1950), Chapter 2. 
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DIAGNOSIS AND PREVENTION OF THE 
REGRESSION FALLACIES 


HARRY V. ROBERTS 


The regression phenomenon may seen simple to some technicians. Yet failure to grasp 


the underlying idea or to connect it to specific problems has led to frequent misinterpreta- 
tion of data—the so-called “regression fallacy.” 

Actually, while there is only one regression phenomenon, there are two distinguishable 
regression fallacies. This article explains the regression phenomenon and shows how the 


THE REGRESSION PHENOMENON 
FOR RANKED DATA 


o see the regression phenomenon un- 
by unnecessary distractions, it 
is helpful to think in terms of ranked data. 
Suppose that we have a sample of three ob- 
servations, each of which includes a meas- 
urement of the variable x and of the varia- 
ble. y. The measurements might be last 
year’s sales (x) and this year’s sales (y) in 
each of three sales territories. 

Two time periods are not essential. Thus, 
x might represent this year’s sales in each 
of the territories, and y, this year’s advertis- 
ing expense allocated to each of the same 
territories. However, because regression fal- 
lacies seem to occur more commonly in 
problems involving two time periods, this 
type of illustration will be used. 

Let the three territories be called A, B 
and C, and rank them from low (1) to high 
(3) on x. For convenience, suppose that this 
ranking occurs in alphabetical sequence: 


Territory | Rank onx 


A 1 
B 2 
Cc 


e@ About the Author. The author—who received his 
B.A., M.B.A., and Ph.D. from the University of 
Chicago—is Associate Professor of Statistics in the 
School of Business of the University of Chicago. 
At one time he was associated with the Research 
Department of the midwest office of McCann- 
Erickson, Inc. 

Professor Roberts is co-author with James H. 
Lorie of Basic Methods of Marketing Research 
(McGraw-Hill, 1951); and with W. Allen Wallis of 
Statistics: A New Approach (Free Press, 1956). 


two fallacies can be identified and avoided. 


Now, rank the three territories on y, and 
suppose the result is A, C, B: 


Territory | Rank onx | Rank ony 


3 
2 


C, which was highest on measurement x, 
is at the median on y. It has “regressed” 
from its extreme position. 

Now, look in the reverse direction. Ter- 
ritory B is highest on y, but at the median 
on x. Going backward in time, B has also 
regressed. 

Territory A is lowest on both x and y, 
and so does not regress. Both extremes, how- 


ever, would have regressed if the sample 
had shown this: 


Territory | Rank onx | Rank on y 


A 1 3 
B 2 2 
Cc 3 1 


In this case regression carries each x ex- 
treme to the opposite y extreme. 

Now, suppose that in the population 
from which the sample is to be (randomly) 
drawn, measurements x and y are inde- 
pendent. There are then six possible, 
equally probable, ranked samples: 


(1) (2) (3) (4) (5) (6) 


 2)\1 als 211 213 


In the six equally probable samples, the 
largest x (rank of 3) has y-ranks 3, 3, 2, 2, 1, 
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i 
1. The mean of these y-ranks is 2, the 
median y-rank; hence, the largest x would 
average out at the median y. (This is also 
true for the median x and the smallest x.) 

In two of the six possible samples—(1) 
and (2)—the largest x does not regress at all; 
but in one of these—(2)—the smallest x does 
regress from rank 1 to 2. In samples (3) and 
(4), the largest x regresses to the median of 
y; in samples (5) and (6), the largest x re- 
gresses to the smallest y. Similar statements 
apply to the smallest x. 

The median x “stands pat” in samples 
(1) and (6). In the remaining four samples 
it “progresses” to one or the other y-ex- 
treme. Like the extreme x’s, the median x 
averages out at the median on y. 

The above example is based on the as- 
sumption that x and y are independent in 
the population. Consider now the case of 
perfect positive correlation: whenever the 
x-measurement for one territory exceeds 
that of a second, the y-measurement will do 
likewise. Then only one sample is possible: 


x1y 


1 
2 
|3 

In this case, the largest x is always the 
largest y; the median x, the median y; the 
lowest x, the lowest y. But only in this ex- 
treme case does the regression phenomenon 
completely fail to occur. 

If the population is intermediate between 
independence and perfect positive correla- 
tion, then the five samples other than the 
one just illustrated occur with positive 
probability. In these samples at least one 
of the extremes must regress. On the aver- 
age, then, the extremes regress toward the 
median but not all the way. 

To put it differently: with positive but 
imperfect correlation, the extremes on x 
will not always be at the same extreme on y. 
If they are not at the same extreme, they 
must regress away from it, for there is no 
place else to go. 

Usually the regression phenomenon is 
illustrated for positive but imperfect cor- 
relation, and the regression fallacies usually 


arise in this context. If the population cor- 
relation is negative, however, the x-extremes 
tend to regress to the opposite side of the 
y-median, as illustrated below for the ex- 
treme of perfect negative correlation: 


2\2 
3 

Return now to the case of greatest inter- 
est for the regression phenomenon—non- 
negative but imperfect correlation. Since 
imperfect correlation tends to be identified 
with some degree of “chance,” it is some- 
times helpful to say that the regression phe- 
nomenon is a chance phenomenon. This is 
helpful particularly when x and y repre- 
sent measurements on the same objects at 
two time periods. 

But it is often difficult and unnecessary 
to make explicit a particular chance mech- 
anism. For this reason, it seems better 


simply to refer to less-than-perfect positive 
correlation. 


THE REGRESSION PHENOMENON 
FOR QUANTITATIVE DATA 


For quantative data, it is possible to 
imagine all kinds of relationships between 
x and y, but it will be clearer to focus on 
one particular type of relationship, the 
bivariate normal distribution. In this case 
x and y are separately normally distributed. 
It is assumed that the means and standard 
deviations of the separate normal distribu- 
tions are the same. (The standard deviation 
is a particular way of measuring dispersion 
or variation of a distribution.) 

In this case all the qualitative statements 
about ranks in the previous section extend 
without modification to numerical measure- 
ments. The observation with highest x 
measurement, for example, will have a 
smaller y measurement on the average ex- 
cept for perfect positive correlation. 

Now, relax the requirement that the 
standard deviations of x and y (¢, and gy) 
be the same, but keep the means the same. 
If then we look at, say, a very high x meas- 


| = a. 
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urement, the corresponding y-measure, in 
the sense of ranking, will tend to be lower; 
but the absolute magnitude depends on the 
correlation between x and y and on the 
standard deviations. In terms of the correla- 
tion coefficient p, the regression phenome- 


o 
non will tend to occur so long as p*-< 1, 
Ox 


since the population regression coefficient of 

y on x is p“~. It will fail if p> 1. If, for 
Ox Ox 

rm = 2, p will have to be less than 
Xx 

0.5 for regression to tend to occur.’ (The 

correlation coefficient p is a particular way 

of measuring association or correlation be- 

tween x and y.) 

It is helpful in this case to think of two 
influences working in opposite directions to 
determine the average value of x-extremes 
in the y distribution. (1) If p is less than 
+1, there is an influence for regression in 
the sense of ranking. (2) If o, >o,, there is 
an influence for spreading out the whole y 
distribution which, therefore, tends to make 
extreme x’s even more extreme on y in the 
same direction from the mean. The net 
effect depends on the product of these two 
influences. 


example, 


THE REGRESSION FALLACY: VERSION A 


Consider the model of the last section. 
Suppose an investigator has an hypothesis 
about ¢, and gy. Suppose also that this 
hypothesis is true. The obvious way to shed 
light on this hypothesis is to estimate o, and 
oy separately from the individual distribu- 
tions of x and y. Full statistical analysis, as 
in testing whether ¢, = oy, requires also 
that p be estimated; but substantive interest 
focuses on the estimated standard devia- 
tions. 

Unfortunately the obvious analysis often 
is not made. Rather it is observed that the 
x-extremes are less extreme on y, from 


1If x and y are not measured in the same units— 
eg., height and weight of the same individuals—one 
approach is to “standardize” by dividing each vari- 
able by its own standard deviation. Then regression 
will tend to occur if p < 1, since p would now be 
the regression coefficient. 


which the conclusion o, < ox is assumed to 
follow. That is, there is less dispersion in y 
than x, and “tendency toward mediocrity” 
from the first time period to the second. 
But, as has been shown in the last two 
sections, this conclusion does not follow. 
Indeed, by starting with y extremes, the 
same argument “proves” the opposite con- 
clusion ¢, < oy. In this form, the regression 
fallacy is easiest to diagnose and avoid, al- 
though in practice the error is prevalent. 


THE REGRESSION FALLACY: VERSION B 


Suppose now that we are interested in the 
y-behavior of extreme x’s. For example, how 
should we measure the improvement or 
deterioration from time 1 to time 2 of the 
best territory in time 1? 

In the ranking sense, the best territory 
has but one direction of change, downward. 
It cannot improve. 

Moreover, if the over-all sales volume is 
the same in the two periods, and if the 
standard deviation of sales by territories 
remains unchanged, then the average sales 
of the best territory must also tend to de- 
crease if the bivariate normal distribution 
is taken as the quantitative model. 

Measurement of improvement or deterio- 
ration by the simple changes from time 1 
to time 2, therefore, invites a second version 
of the regression fallacy that penalizes the 
best territories and favors the worst. 

Another example may help. Suppose we 
consider all automobile drivers who have 
had no accidents in the last five years. 
Surely this group will have some accidents 
in the next five years, although their ac- 
cident rate would probably be below aver- 
age. The occurrence of these accidents 
would not be interpreted as evidence that 
the group had become more careless. 

In avoiding “Version B” of the regression 
phenomenon, the answer is clear but per- 
haps surprising: regression analysis. We 
must look at the regression of y on x. As the 
name suggests, the regression of y on x 
(which is linear in the case of the bivariate 
normal distribution) measures the average 
tendency of x-extremes to regress. If the 
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best territory in x regresses more than the 
regression line indicates, this represents 
deterioration. If it regresses less, this repre- 
sents improvement. If it regresses exactly 
to the regression line, this is no change. 
The two versions of the regression fallacy 
may be distinguished in this way. Version 
A refers to misstatements about dispersion 
in an entire group, based on observation of 
individual movements away from extremes. 
Version B refers to misstatements about in- 
dividuals (or subgroups), based solely on 
the change between two time periods, with- 
out taking into account whether or not the 
individual was extreme to begin with. 


OTHER QUANTITATIVE MODELS 


Other quantitative models are also pos- 
sible, but no new principles are involved. 
Regression analysis must then take into 
account the possibility of curvilinear rela- 
tionships, non-constant residual variances, 
etc. But the important thing is to recognize 
the usefulness of regression analysis in 
avoiding Version B of the regression fallacy. 

In the same way the extension to other 


quantitative médels does not alter the es- 
sence of the discussion of Version A of the 
regression fallacy. It may raise questions of 
detail, such as the appropriateness of the 
standard deviation as a measure of dis- 
persion, and the procedures by which sam- 
pling error is to be analyzed. 


IS THE REGRESSION PHENOMENON “‘REAL’’? 


The regression phenomenon is “real.” In 
the sense of ranking it is statistically signifi- 
cant whenever found in a sample, however 
small. Its discovery in a particular situation, 
however, is hardly ever of special substan- 
tive interest because it will be found almost 
universally. 

This is simply a manifestation oi the fact 
that few things in the world are periectly 
correlated. An even more elementary ex- 
ample of the same kind of thing would be 
to attach some special importance to the 
fact that not all individuals in a sample 
were identical. 

The problem is avoidance of the misin- 
terpretations of the phenomenon labeled 
versions A and B of the regression fallacy. 
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A PIONEER IN MARKETING* 
HAROLD H. MAYNARD 


His brief biographical statement is 
Bo intended to record the full life 
and the many specific outstanding ac- 
complishments of Professor Harold How- 
ard Maynard. It is, instead, a brief ap- 
praisal of the significant contributions 
of a man who has labored diligently in 
the vineyards commonly cultivated by 
members of the marketing profession. 

Dr. Maynard was born in Janesville, 
lowa, May 31, 1889, and lived to March 
13, 1957. His formal higher education 
resulted in an A.B. from Iowa State 
Teachers College in 1912, an A.M. from 
the University of Iowa in 1915, an A.M. 
from Harvard University in 1919, and a 
Ph.D. from the University of Iowa in 
1922. A man of extremely curious bent, 


he never stopped learning. With him 
education was indeed a continuous proc- 
ess. 


He came to The Ohio State Univer- 
sity in 1923 where he remained all his 
life as a Professor of Business Organiza- 
tion and, since 1928, chairman of the 
Department. Prior to that he had taught 
at Vanderbilt University and the State 
College of Washington. In addition, he 
was a member of the summer faculties 
of the State University of Iowa, the Uni- 
versity of Minnesota, Stanford Univer- 


* Regarding A PIONEER IN MARKETING. In 


order to pay tribute to the men who have been’ 


leaders in the field of marketing, some years ago the 
American Marketing Association established a Com- 
mittee on Biographies to run a series of statements 
on the pioneers in the field. In this series the Associ- 
ation honors the distinguished men of the past, and 
those of the present who are approaching retire- 
ment, who have contributed in an outstanding way 
to the thought and development of marketing. 

Wroe Alderson John E. Jeuck 

Albert W. Frey Fred M. Jones 

E. T. Grether Franklin Lynip 
Perry Bliss, Chairman of Committee on Biographies 


sity, the University of Pennsylvania, and 
the University of Denver. As a teacher 
in the classroom he thus exerted a lasting 
influence on many thousands of students, 
mostly on the advanced undergraduate 
and graduate levels. His teaching ex- 
tended, however, beyond the classroom 
to the speaker’s platform on many hun- 
dreds of occasions, and to the confer- 
ence rooms of a number of leading busi- 
ness corporations. 

In the area of research and writing, 
Dr. Maynard’s first contribution was the 
published form of his doctoral disserta- 
tion, Marketing Northwestern Apples 
(1923). Like most of the writings in the 
field in those early days, it was agricul- 
tural-marketing oriented. This is ev- 
idenced by such books as Reducing the 
Cost of Food Distribution (1913) pub- 
lished by the American Academy of Po- 
litical and Social Science; L. D. H. 
Weld’s The Marketing of Farm Prod- 
ucts (1916); Edwin G. Nourse’s The Chi- 
cago Produce Market (1918); and B. H. 
Hibbard’s Marketing Agricultural Prod- 
ucts (1921). 

Whether and to what extent such ori- 
entation is to be ascribed to the more 
agrarian character of our economy at 
that time, the influences of the first 
teachers of marketing, the sheer inertia 
in a direction first taken, the rural en- 
vironment or background of ‘the early 
writers on the subject, the stirrings 
caused by the co-operative movement, or 
by other factors, poses an interesting 
subject of inquiry for the historically 
minded student of marketing. 

In the first opus, Dr. Maynard’s effort, 
in line with the needs and standards of 
the time, was chiefly descriptive, being 
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concerned primarily with methods of 
marketing specific farm products and 
how to improve them. The approach was 
definitely functional, following the trac- 
ings outlined by Paul Cherington a few 
years before. Emphasis was on factual 
information obtained first-hand, and 
only incidentally was there a search for 
cause-and-effect relationships. 

This characterization is important for 
two reasons. First, it means that the 
merit of his first work is to be judged in 
the light of the intellectual climate and 
requirements then prevailing rather than 
by present-day standards. Second, just as 
a psychiatrist looks at early experiences 
of an individual for a possible explana- 
tion of later developments, so may the 
early writings of an author, as in this 
case, provide a clue to some of his later 
works and perhaps furnish a better in- 
sight into the nature of subsequent con- 
tributions. 

Dr. Maynard progressed substantially 
and steadily in his thinking on market- 
ing subjects. More and more emphasis 
was placed by him on quantitative ex- 
pression, cause-and-effect relationships, 
principles, theory (without necessarily 
labeling it as such), and the art of prob- 
lem-solving and decision-making. Yet all 
along he continued to stress the impor- 
tance of facts, the need for gathering in- 
formation directly from business con- 
cerns, and for basic knowledge bearing 
on the what and how. 

This is reflected in his contributions 
as co-author of An Introduction to Busi- 
ness Management (ist edition in 1925 
and 4th edition in 1951); Principles of 
Marketing (ist edition in 1927 and 6th 
edition in 1957); Sales Management (ist 
edition in 1940 and grd edition in 1957); 
and the numerous other materials which 
he authored or co-authored. Consider es- 
pecially his numerous examples used to 
illustrate and fortify more general ex- 


pression of method, practice, principle, 
or theory. 

With his writings and inspiration to 
co-workers he helped to provide neces- 
sary materials for some of the basic 
courses in marketing taught at many col- 
leges and universities, and continued to 
add to such literature until the end. In 
recognition of such important contribu- 
tions to the development of marketing 
literature and a better understanding 
and appreciation of the marketing proc- 
ess he was entered in 1953 in the Hall of 
Fame in Distribution by the Boston Con- 
ference on Distribution. 

Special notice must be taken of Profes- 
sor Maynard's leadership in the broad 
activities of the field of marketing. From 
the very beginning he served as a mem- 
ber of the National Association of Mar- 
keting Teachers and of the American 
Marketing Association. In both of these 
organizations he served variously as a 
member of committees, as a member of 
the Board of Directors, and as President; 
and to both organizations he gave of his 
energy and talent unstintingly. This 
kind of leadership extended beyond ac- 
ademic and professional marketing cir- 
cles to a number of business organiza- 
tions such as the Advertising Club and 
the Sales Executives Club. He was 
equally prominent and active in civic af- 
fairs. 

Most of the things written up to this 
point deal with external manifestations 
of the man observable to all willing to 
make the effort. There were, however, 
certain facets of Dr. Maynard’s person- 
ality that are probably known only to 
those who, like the author of this state- 
ment, were privileged to work with him 
as a colleague and co-author for many 
years. Throughout World War II he 
labored unceasingly as chairman of a 
local rationing board, an undertaking 
that required all spare time from reg- 
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ular duties and responsibilities. Most 
important, he took a keen and extremely 
sympathetic interest in students, espe- 
cially on the graduate level, and followed 
their paths through life’s journey for 
many years, always with the central ob- 
jective of improving their lot and speed- 
ing their advancement. 

From the foregoing it is apparent that 
Professor Maynard was deeply devoted 


to his calling. He was an inspiring teacher 
and a forceful leader in the field of 
marketing. He was dedicated to the 
scholarship that would tend to advance 
the science of marketing. He was a hu- 
manitarian, a friendly counselor, and a 
most worthy colleague. 


‘THEODORE N. BECKMAN 
Columbus, Ohio : 
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RICHARD C. 


in concept, methodology, and 
execution of industrial marketing research 
continue to be made. The rate of these improve- 
ments could be stepped up, but generally speak- 
ing the quality of marketing research by in- 
dustrial companies continues to get better. 

However, there are still some rather promi- 
nent areas where many researchers are com- 
mitting errors. 


1. Failure to Grasp and Fully Understand the 
Complete Marketing Process 


“Can't see the forest for the trees!” This old 
bromide unfortunately characterizes the state of 
too many industrial researchers. 

Buried in a morass of details, statistics, facts 
and figures, and miscellaneous unrelated proj- 
ects, the industrial research man often fails to 
see or understand the “big picture.” He too 
often fails to develop a proper marketing per- 
spective. To him the business seems a series of 
unrelated activities. 

In overcoming this problem, an industrial re- 
searcher must have a clear understanding of the 
background and objectives of each project. He 
must also work within the framework of the 
total marketing process—and in the planning, 
co-ordination and integration, execution, and 
evaluation stages. He must make it his respon- 
sibility to see that this kind of “research cli- 
mate” exists. 

His ever present challenge is to establish him- 
self as an indispensable member of the mar- 
keting team. Almost certainly, as a member of 
that team, he will substantially increase the con- 
tributions marketing research can make to his 
firm’s sales and profit record. 


2. Preoccupation with Research Techniques 


A variety of methods and techniques form the 
core of knowledge with which marketing men 
solve their problems and make their business 
decisions. It is an inescapable fact, however, that 
a preoccupation with these techniques has been 
the undoing of more than one research analyst. 

Too many of us think, worry, discuss, report, 
argue, and even dream about our research 
methodology and approaches. While the re- 
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searcher pursues this preoccupation process, his 
management coincidentally is becoming bored, 
confused, and, yes, even afraid of research. 

When the research man throws at top man- 
agement too many theories, formulas, and meth- 
ods, he is well along the path to digging his own 
business grave. The more mumbo-jumbo and 
mysticism exposed to the top brass, the more 
skeptical, unbelieving, and unenamored they 
become. 

Exploring, experimenting, and developing 
new and improved research techniques is neces- 
sary. But it might be a good idea to leave the 
techniques and fancy terminology in the third- 
drawer bottom. Be ready to justify and explain 
your research methods to management; but, 
most important, give them straight facts, con- 
clusions and recommendations (and only tech- 
nique details when they specifically ask for 
them!). Be a good technician, know your re- 
search methodology, but sell your results. 


3. Ineptitude in Making Results Meaningful to 
Management 


This is, of course, related to the first two 
problems of industrial research. Often appear- 
ing to management as ivory-towered occupants, 
researchers simply have not sold (or presented) 
results properly. Many research specialists do 
not seem to appreciate the importance of dem- 
onstrating project results in terms of their con- 
tribution to the sales and profits picture of the 
company. 

Marketing research men sometimes confuse 
and overwhelm their bosses with a multitude of 
well-meaning but misunderstood formulas and 
techniques which overshadow the actual results. 
Too often research reports overemphasize and 
belabor all phases of the study except results, 
conclusions, and recommendations. What is 
needed is conciseness, simplicity, result emphasis 
(with a dollars-and-cents tag on it). 

In reminding management that research can 
produce invaluable information and ideas, re- 
search departments can use several specific ways 
to tell the research story: 


. if possible, always present and discuss 
research projects in person. 
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. talk management's language—sales, prof- 
its, and costs. 

. recommend specific steps for future ac- 
tion. 

- follow through on recommendations in 
an attempt to see that they are imple- 
mented. 
dramatize research results to all functions 
and levels of management—relate results 
to individual departmental operations 
and planning. 

. Show marketing research results on a 
dollars-and-cents basis whenever possi- 
ble, and sell its indispensability to all 
functions of the business. 


4. Reluctance to Diversify Research Activities 

Often sales analysis is the first responsibility 
of a marketing research department. Unfortu- 
nately too many research operations never 
graduate beyond that first step. As valuable as 
sales and market analysis is, it should seldom be 
the only research function. 

In today’s era of the “total marketing con- 
cept,” the role of marketing research has 


emerged as a truly significant operation inte- 
grated closely with al! other functional mem 
bers of the marketing team. The reason some 
research departments have lagged behind can 
be attributed to their reluctance to broaden the 
scope of their marketing activities. A modern 
industrial research operation should be provid- 
ing facts and figures for management guidance 
and decision making in a variety of business 
areas. 

In product planning and development, mar- 
ket and sales forecasting, customer buying prac- 
tices and patterns, over-all marketing planning 
and programing, distribution channel analysis, 
and in advertising and promotion, the market- 
ing research department should be a vital tool 
to top management. Furthermore, as the re- 
search function diversifies its own activities, it 
becomes a true catalyst between all functions of 
the business. As the catalytic agent between 
marketing, manufacturing, engineering and re- 
search, finance, and general administrative man- 
agement, marketing research helps to insure co- 
ordination, co-operation, and integration at 
every level of operation. 
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1. ADVERTISING 

Listener Opinions of Radio-TV Advertising Claims. 
Pat Cranston, Journalism Quarterly, Summer, 
1958, pp. 285-290. [w.L.] 

Credulity is necessary to convert advertising listen- 
ers into customers. This article reports on a study 
conducted in the Seattle area in 1956 to evaluate 
radio and television advertising for broad product 
categories and to compare this with specific copy 
claims. 

The methodology used was to monitor radio and 
television programs and commercials and obtain a 
list of objectionable commercial copy presented on 
the basis of Better Business Bureau and Supreme 
Court views. Then the exact copy of each of the 
commercials was obtained. From this, samples of 
copy were selected for an opinion survey. The sur- 
vey was designed to evaluate the credulity of radio 
and television advertising in general as well as of 
the particular statements. 

It was found that “exaggerated, gimmicked or 
misleading claims and the abuse of comparative 
prices in copy lowered listener credulity.” Also the 
extensive use of confidence-lessening advertising by 
an advertiser in one line of business has a carry 
over effect on the credulity of copy of other adver- 
tisers in the same industry. Moreover, the indi- 
vidual copy claim establishes the advertising cli- 
mate. Since customer confidence is necessary to 
obtain the most from media effectiveness, media may 
find it advantageous to make broader use of their 
right to reject advertising. 


What Price Co-op Advertising. John O. Whitney, 
Super Market Merchandising, October, 1958, 

PP- 71-74- [W.L.] 
The president of Whitney Advertising Agency 
examines the question of whether present-day ad- 
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vertising allowance contracts hurt the essential ap- 
peal of supermarket advertising. He maintains that 
basic changes must be made in the system of co- 
operative advertising if the retailer is to maintain 
his identity. Advertising allowances are viewed as 
rebates reflected in higher costs of merchandise and 
as discriminatory policies from the viewpoint of 
smaller chains. Experimental evidence seems to in- 
dicate that co-operative advertising may be a waste 
of money. While co-operative advertising allow- 
ances started out as a beneficial merchandising tool, 
they have now grown out of shape and are abused. 


Are Your Ads “Guilty As Charged?” Karen R. Gil- 
lespie, Journal of Retailing, Fall, 1958, pp. 
127-128. [S.C.H.] 


Examination of three New York City Sunday 
morning newspapers (July 20, 1958) disclosed 
twenty-five ads revealing the retail copywriter’s 
penchant for “perfect,” “perfectly,” and “perfec- 
tion.” 


2. AREA ANALYSIS 


Retail Trade Areas: A Quarter-Century of Retail 
Trade Activity in the Philadelphia Standard 
Metropolitan Area 1929 to 1954. Philadelphia 
City Planning Commission Public Information 
Bulletin, August, 1958, 35 pp- [B.C.] 


This is a detailed analysis of the basic growth 
and significant developments in retail trade activity 
in the Philadelphia Standard Metropolitan Area for 
the years 1929 through 1954. Beginning with an 
examination of trends of growth in population, the 
report goes on to present summary data for the area 
as a whole on the total number of retail trade es- 
tablishments and gross annual volume of sales as 
reported in the U.S. Censuses of Business of 1929, 
1935, 1939, 1948, and 1954. Also given are derived 
figures on average annual volume of sales per estab- 
lishment and per capita of population for those 
years. 

Although data are presented by individual coun- 
ties, attention is also focused upon differentials be- 
tween the City of Philadelphia and the Seven- 
County Environ, and between the Central Business 
District of Philadelphia and the rest of the city. 
The report deflated “reported dollar values” so as 
to permit a more comparable basis for trend analy- 
sis. 


Revival of Downtown Shopping Districts. Paul H. 
Nystrom, Journal of Retailing, Fall, 1958, 
pp. 129-132 ff. [s.c.n.] 

In spite of the work of the National Retail Mer- 
chants Association and of retail groups in some 
cities, Professor Nystrom believes that most urban 
retailers have failed to combat downtown declines 
vigorously enough. He recommends thorough analy- 
sis of the causes of downtown deterioration and con- 
certed action to remedy the causal conditions. 


European Developments and Their Effect on New 
Zealand. John Peniel; and Can New Zealand 
and Australia Present a United Front in 
World Markets. Cedric R. Mentiplay, New 
Zealand Trade and Industry, August, 1958, 
pp- 19-21 and 34-35. [L.P.D.] 


In recent months American business executives 
have been exposed to a flood of material from 
American sources analyzing the European Common 
Market plan and its expected effects on interna- 
tional business. These two articles present a fresh 
approach in that the analysis is made from the 
point of view of other countries. 

Both emphasize the adverse effects on British 
Commonwealth countries which will follow the es- 
tablishment of the Common Market, particularly 
those which have been primarily exporters of agri- 
cultural products to the six countries making up 
the market. Strong arguments are presented from 
the Commonwealth point of view for establishment 
of the greater free trade area which would include 
Great Britain. An alternate suggestion is offered 
that perhaps a second Common Market might be 
established, centered on Great Britain, encompassing 
the Scandinavian countries, Switzerland, and Aus- 
tria. The authors believe that this would serve in 
substantial measure to offset the existing European 
Common Market which they believe is focused on 
West Germany. A conclusion is reached that in any 
event New Zealand and Australia will be forced to 
reorient their agricultural production. 

Marketing executives interested in the Australia- 
New Zealand market area will be interested in 
New Zealand Trade and Industry, a monthly pub- 
lication, Several articles in each publication present 
current developments in particular industries or in 
particular phases of business. 


4. BUYING AND PURCHASING 

American Viscose’s New Buying Policy—-What You 
Can Learn From It. Don McGill, Industrial 
Distribution, July, 1958, pp. 82-86. [c.F.] 


It is more advantageous for an industrial buyer 
to deal with a distributor who maintains proper 
inventories and service than with a marginal oper- 
ator whose inadequate stocks and indifferent service 
raises a buyer's costs despite his price concessions. 
Predicating its buying policies on this premise, 
Avisco has taken six steps to enable suppliers of 
each of its eight plants to earn a fair profit while 
at the same time reducing its buying costs. 


FFR’s Financial Survey Finds Increased Sales for 
Suppliers. Food Field Reporter, September 
15, 1958, pp. 1, 26-28, 33. [J.s.w.] 

This report is a statistical analysis of 15 groups 
of food trade suppliers as to their sales, costs and 
profits in 1957. A total of 249 companies were stud- 
ied, and comparisons for the years 1956 and 1957 
were made. The top-earning 25 grocery manufac- 
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turers in 1957 are ranked, and their rate of profit 
(as a percentage of sales) is given. This survey is 
a useful compilation of a mass of financial and 
operating statistics in one of America’s vital indus- 
tries. 


6. COSTS AND EFFICIENCY 


Simulation, Sensitivity, and Management Decision 
Rules. Richard B. Maffei, The Journal of 
Business, July, 1958, pp. 117-186. [s.c.H.] 


Maffei presents a number of examples, drawn 
from marketing and production situations, of the 
use of sensitivity analysis—the measurement of the 
costs or risks inherent in suboptimal decisions. 
Knowledge, or an estimate, of what it may cost to 
be wrong provides a guide to expenditures on in- 
formation. 


7. CUSTOMER ANALYSIS 


What Influences Customer Choice of a Food Store. 
Newel W. Comish, Journal of Retailing, 
Summer, 1958, pp. 90-100. [S.C.H.] 


‘Telephone interviews with 565 Seattle consumers 
elicited a wide range of stated motives for selection 
of food stores. Store location, proximity to home, 
low prices, quality of meats and to a lesser extent 
of produce, width of assortment, one-stop shopping, 
convenient parking, attractiveness of stores, and be- 
havior of store personnel were the most commonly 
cited. Prices and fresh meat quality were cited 
more frequently by chain customers than by the 
patrons of independents and voluntaries; while con- 
sumers who spent high proportions of income in 
food stores paid considerably more attention to 
price than did those spending low proportions. 
About 11 per cent of the respondents mentioned 
questions of honesty of store personnel and policies 
as a factor in store selection, indicating a serious 
public-relations problem for the food distribution 
industry. 


Down the Crazy Paving. The Economist (London), 
June 21, 1958, pp. 1062-1063. [F.M.] 


With some 19 million sparetime green-thumbers, 
Britain is at least as much a nation of gardeners as 
of shopkeepers. Yet quantitative information on 
this major activity has somehow a tendency to slip 
through statistical nets. 

The Economist gleans and integrates odd data 
generated as by-products of surveys made during 
the last five years or so: a recent Gallup poll on 
British recreation estimates the number of people 
doing some gardening; a 1956 survey made by Re- 
search Services, Ltd. shows what tools are being 
used; the Hulton Readership Survey of 1952 reveals 
the “class structure” of hobby gardeners; the Occu- 
pation Census gives numbers of full-time gardeners; 


the Household Survey of 1953 reveals the average 
expenditures on gardening requisites. 

More leisure is a resultant of increasing automa- 
tion. Much of this leisure time is being spent in 
gardening, which thus tends to become a more and 
more important sector of the over-all economy. 
More time and effort will have to be spent on gath- 
ering information in this field. That goes for the 
United States as well. 


The Courtship of Mrs. Consumer. Super Market 
Merchandising, October, 1958, pp. 39-59- 
[w.L.] 


This inclusive title covers a series of six articles 
dealing with the application of consumer research 
to supermarket operations. Particular emphasis is 
given to the usefulness of motivations research find- 
ings to retail management. Covered are: contribu- 
tions of valid consumer research, invalid beliefs 
about customer behavior, the study of shopping 
behavior and store personality, and the use of 
research in entering a new market and individual- 
izing stores. 


Selling the Older Customer. Robert E. Dodge, Jour- 
nal of Retailing, Summer, 1958, pp. 73-81. 
[s.c.H.] 


Older customers (65 years of age and up) compose 
a significant portion of the total market, and prob- 
ably will constitute about g per cent of the total 
United States population by 1960. The percentage 
should be higher in many metropolitan areas. This 
group also may possess more purchasing power 
than commonly estimated, because of high net 
worth, asset yields, nonmoney income and govern- 
ment supplements. 

A survey in Portland, Oregon, revealed some 
differences between the older customers and the 
general population. Most of the older customers 
claim to avoid “special sales” and do not return 
merchandise. Many complain of poor styles, and 
feel that merchandise is not designed for their 
needs and that merchants have little interest in the 
older customer. 


Consumers’ Attitudes Toward Trading Stamps. 
James D. Shaffer, The Quarterly Bulletin, 
August, 1958, pp. 170-180. [w.L.] 


The result is reported of a mail survey of a ran- 
dom sample of consumers in Kalamazoo, Muskegon, 
Flint, and Grand Rapids, Michigan concerning 
consumer attitude towards trading stamps. Of the 
4,000 questionnaires sent out, 1,884 responses were 
received, and 187 were returned by the post office. 
About three-fourths of the 457 non-respondents in 
Kalamazoo were interviewed in person to obtain 
estimates of existing non-response bias. 

Respondents were given the following four state- 
ments and asked to check whether they agreed (A), 
disagreed (DA), or had no opinion (DK). 
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1. Stores giving trading stamps usually have 
higher prices than those not giving trading stamps. 
A—55 per cent, DA—36 per cent, DK—g per cent. 

2. The general practice of giving stamps does not 
increase the over-all cost of food. A—32 per cent, 
DA—53 per cent, DK—15, per cent. 

3. In general consumers benefit from the exist- 
ence of trading stamp plans., A—43 per cent, DA— 
98 per cent, DK—19 per cent. 

4. Trading stamps should be made illegal. A—22 
per cent, DA—48 per cent, DK—go per cent. 

A significant difference in the pattern of response 
appeared among the four cities: Kalamazoo and 
Flint respondents were more negative. Also re- 
sponses to the first three statements were found to 
be significantly related to family income, :ize of 
food bill, age, and level of education of homemaker. 


Power by Purchase. Arthur W. Smithies, Challenge, 
October, 1958, pp. 14-19. [W-L.] 


Critics have questioned the purposefulness of our 
high standards of consumption and its rate of 
increase. Our economy geared to mass production 
for mass consumption has quickened the desire to 
consume through methods of distribution and per- 
suasion, the availability credit and modern tech- 
nology. The fact that consumer desires are mallea- 
ble in the hands of producers, distributors and 
advertisers, has resulted in criticism concerning the 
purpose of the consumption segment of economic 
activity. Smithies points out the significance of con- 
sumption to our economy and concludes that “the 
outlook for the world would be better if the hu- 
man race would give its undivided attention to 
mass production for mass consumption.” 


1958 Survey of Consumer Finances, Purchases of 
Durable Goods, Federal Reserve Bulletin, 
July, 1958, pp- 760-775. [6-F-] 

This article, based largely on data from the 1958 
Survey of Consumer Finances, is focused on the 
relation of consumer spending for durable goods 
in 1957 to four factors shaping demand: age of the 
head of the spending unit, income, income change, 
and the use of credit. 

More than 46 per cent of the total spending units 
(all related persons living together who pool their 
incomes) made a major expenditure of $100 or 
more for automobiles, furniture, or major house- 
hold appliances. Purchase of durables was more 
common among upper than among lower income 
consumers; among younger people establishing 
homes than among older consumers; and among 
spending units whose incomes rose 5 per cent or 
more from 1956 to 1957 than among other units. 
Spending units in the middle and next to highest 
income quintiles financed over 70 per cent of their 
outlay for cars compared with roughly 50 per cent 
for the remaining income group. 


1958 Survey of Consumer Finances, The Financial 
Position of Consumers. Arthur L. Broida, 
Federal Reserve Bulletin, September, 1958, 
pp- 1027-1057. [G.F.] 

This is the last of three articles presenting the 
results of the 1958 Survey of Consumer Finances. 
Conducted annually since 1946, these reports cus- 
tomarily complement questionnaire survey data with 
aggregate estimates of assets and liabilities compiled 
by the Board's division of research and statistics. In 
this analysis money incomes, assets and debts, and 
postwar changes in financial position of spending 
units are combined into a balance sheet for the 
consumer sector of the economy for the year 1957. 
The two earlier articles in the current series pre- 
sented preliminary findings (Federal Reserve Bul- 
letin, March, 1958) and an analysis of consumer 
purchases of durable goods (Federal Reserve Bulle- 
tin July, 1958). 

Principal among the changes in consumer finan- 
cial position during 1957 was the temporary in- 
terruption of the trend to ever higher incomes 
and the accompanying reduction of financial asset 
holdings by about 4 per cent below the previous 
year-end. The reduction in income was not followed 
by a reduction in short term and intermediate term 
credit until early in 1958. This illustrates the greater 
difficulty consumers experience in reducing ex- 
penditures after income declines than they have in 
increasing outlays when incomes rise initially. 


8. FINANCING 


They Prefer To Send a Monthly Statement. Credit 
and Financial Management, August, 1958, 
pp- 8-10. [W.L.] 


The July issue of Credit and Financial Manage- 
ment published letters from managers who dis- 
carded the monthly statement to economize on both 
time and money in running credit departments. In 
this issue letters presenting the other side of the 
controversy are published. Benefits attributed to 
sending statements are expediting collections, satis- 
fying customers’ desires to check up on invoices, and 
accommodation of customers who pay by statement. 
It is concluded that mailing the monthly statement 
seems to be most advantageous in the area of the 
small account. 


Negotiable Instruments and Security Devices: Con- 
cepts, Kinds, Advantages and Some Pitfalls. 
Robert O. McNearney, Credit and Financial 
Management, August, 1958, pp. 17-19. [W.L.] 


This is a discussion of the legal nature of various 
types of negotiable instruments and some of the 
important aspects to users of each type. Legal prob- 
lems resulting from credit arrangements with deal- 
ers and distributors, and from the use of field ware- 
housing, are briefly investigated. 


| 
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9. FOREIGN MARKETING 


Exporting U. S. Public Relations: A View from 
France. Barney Emmart, Public Relations 
Journal, August, 1958, pp. 11-13. [W.L.] 


Franco-American trade is expanding rapidly, and 
France will continue to be an important market 
for American business. Comparing 1956 with 1957, 
French exports to U. S. increased from $233 to $255 
million, while imports from U. S. rose from $680 to 
$890 million. Yet a good portion of the French 
public view American business as the vanguard of 
“American Imperialism.” A UNESCO survey, con- 
ducted in 1953 indicates that the French believe 
that while they are intelligent, peace-loving, and 
generous, the Americans are practical, progressive, 
and domineering. 

In this situation a sound public-relations program 
is essential to American firms entering French mar- 
kets. However, American public-relations practices 
cannot be routinely exported since French habits of 
thought are so different. In addition, industrial 
organizations in France limit the use of American 
public relations tools. 


One-stop Shopping Makes Progress in Paris. Brian 
Moore, Advertiser’s Weekly, September 5, 
1958, pp. 32-34. [0.P.A.] 

The days of specialized food stores in every street 
and leisurely food shopping are coming to a close 
in France with the growth of one-stop supermarkets 
both in Paris and throughout the country. 

“Libre. service” is the term used to describe self- 
service, which has been increasing at a rapid pace 
in France since 1955. Not limited to food stores, this 
trend in distribution is also becoming accepted in 
some department stores for various types of mer- 
chandise. Ready-to-wear and shoes are also being 
given a try at self-service. 

Up to three years ago France had less than 400 
self-service stores while Great Britain, with almost 
the same population, had about 2,500. This meant 
g self-service stores per million people in France, 
while Britain had 48 per million. 


Need Help on Foreign Trade? Frank M. Kleiker, 
American Business, August, 1958, pp. 11-13. 
[w.t.] 


This brief article explains some of the services 
offered to exporters, importers, investors, and other 
businessmen by the Bureau of Foreign Commerce. 
Included is a convenient listing and short descrip- 
tion of the Bureau's publications and the location 
of U. S. Department of Commerce Field Officers. 


The European Market. Pamphlet, Publicis S.A., 
1958, 56 pp. [0.P.A.] 
Produced by one of France’s leading advertising 
agencies, this brochure describes the unified market- 
ing area created by the European Common Market 


and suggests some of the methods by which Ameri- 
can businessmen can operate successfully in it. 

Following a brief explanation and statistical de- 
scription of the Common Market is a more detailed 
account of the factors influencing Europe’s fast 
economic expansion. These include heavy invest- 
ment, a favorable demographic outlook, and a great 
diversity—geographic, climatic, and human. 

This great diversity makes Europe today a par- 
ticularistic rather than a unified market. Neverthe- 
less, a single item can sell throughout Europe if 
the merchandising methods and advertising are 
“keyed to the mood and the taste of the purchasing 
public in each locality.” 

Representatives of France’s two most important 
department stores were asked what they would 
purchase with a $10 million windfall, and without 
import restrictions. The replies were very similar. 
Printed cotton fabrics and the ready-to-wear dress 
led the list. Small domestic electrical equipment 
with low power consumption was in great demand, 
as were household gadgets. 


No Laughing Matter? The Economist, November 
15, 1958, Pp- 578-579- [F-M-] 

Readership of many comics is 2% per copy. 
With 11 million circulation, it means that 26 mil- 
lion copies are read by British children every week. 
Since there are 814 million children between five 
and fifteen, the average child “consumes” three 
comics per week. This figure rivals the pass-on 
circulation of women’s magazines. 

Apparently comics provide literature for children 
who would otherwise read nothing, while whetting 
the more ambitious child’s appetite for serious 
books later on. 


International Trade: Divergent Views Held on 
Antidumping Legislation. Harry S. Radcliffe, 
Tradescope, May, 1958, pp. 6, 8. [B.c.] 


The article points out that there are two con- 
flicting points of view as to the purpose of the 
Antidumping Act of 1921. One school of thought, 
the protectionists, hold that extra penalties should 
be imposed on foreign imports when their incoming 
prices are less than the prices at which the same 
goods are sold in the home markets for domestic 
consumption, or less than the prices which are ob- 
tained in sales to third countries. The levying of 
dumping duties should be carried out, they de- 
clare, even if no American industries can be shown 
to have been injured by these lower prices. 

On the other hand, United States importers and 
others representing liberal trade groups state that 
the Antidumping Act should be amended to say 
that such dumping duties, levied in addition to 
protective tariff rates, should only be imposed in 
the case of deliberate, intentional, and predatory 
dumping. This school of thought feels that such 
duties should be levied only when there are findings 
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of injury or the likelihood of injury to American 
industries efficiently and economically operated. 

The author feels that there is no justification for 
imposing either special dumping duties or counter- 
vailing duties when there are no American indus- 
tries to be protected by so doing. 


10. GENERAL MARKETING STUDIES 


The 1957-58 Recession in World Trade. Federal 
Reserve Bulletin, October, 1958, pp. 1153- 
1160. [G.F.] 


United States exports dropped sharply from mid 
1957 to early 1958. Exports ceased falling early in 
1958, but by October had not played a positive role 
in the domestic recovery that began in April. The 60 
per cent advance in U.S. exports from the first half 
of 1954 to the first half of 1957 was concentrated 
in capital goods and industrial materials including 
fuels. It reflected strong pressures of demand abroad 
associated with rapidly increasing outlays to expand 
productive capacity throughout the world. By 
1957 inventories of industrial materials which earlier 
had appeared inadequate became excessive as con- 
sumption stopped rising and supplies increased. 
These develepments, associated with declines in raw 
material prices on world markets, led to cyclical 
downturns here and abroad. 

The decline in merchandise exports from a record 
$20 billion annual rate in the first half of 1957 to 
a $16 billion rate early in 1958 was concentrated 
in exports to, industrial countries. Canada, West 
Europe, and Japan were go per cent lower than a 
year earlier, but total shipments to nonindustrial 
countries were only 12 per cent lower in the second 
quarter of 1958 than a year earlier. 

The drop of more than $4 billion in the annual 
rate of U.S. exports between mid 1957 and early 
1958 led to renewed transfers of gold and dollars 
to foreign countries amounting to about $1.5 billion 
in the first half of 1958. 

Although foreign trade continues to furnish di- 
rectly only a small share of the U.S. $360 billion 
national income, its significance to marketing can 
scarcely be appreciated by reference to the dollar 
figures. 


13. INTEGRATION 


Integration in the Livestock Industry. Gerald En- 
gelman, Agricultural Marketing Series 282, 
reprinted from The Marketing and Trans- 
portation Situation, Agricultural Marketing 
Service, U.S.D.A., November, 1958, pp. 29-35- 
[J-K.s.] 


Vertical integration is not new in agriculture. 
For generations, some processors of canning crops 
and other commodities have attempted to reduce 
the risks on variations of supply by making con- 
tractual arrangements with nearby farmers. The 
most dramatic example in recent decades is vertical 


integration in broiler production. About 95 per 
cent of the commercial broilers are produced on 
some type of integrated basis. 

Integration is new for roost livestock farmers, 
however. The most significant development in cattle 
feeding since World War II has been the growth of 
the large commercialized feedlots, mostly in the 
Midwest. This development is not typical of vertical 
integration or contract farming in other farming 
enterprises, but it has made integrated or contract 
arrangements easier. Potential integration in the 
swine industry has stimulated most attention during 
the last year. Some have predicted that the swine 
industry will follow the pattern of the broiler in- 
dustry in moving to the South and East. 

This article discusses factors affecting the outlook 
for integration in the livestock industry. The author 
concludes that more integration in livestock pro- 
duction can be expected, but it appears doubtful 
that it will move either as fast or as far as broiler 
integration. 


14. MANAGERIAL CONTROL 


Mechanizing Is Mostly Mental. Don McGill, Indus- 
trial Distribution, September, 1958, pp. 84-85. 
[c-F.] 


“To get optimum use from automatic data proc- 
essing equipment executives must train themselves 
to rethink their goals in terms of wholes or sys- 
tems. . . .” “It implies fundamental changes in the 
nature of business organization itself.” Management 
is urged to undertake an outlined four-step feasi- 
bility study before deciding on such a program. 


Try the Sampling Method to Cost Your Invoices. 
Industrial Distribution, September, 1958, pp. 
go-g1. [G.F.] 

American Supply Co. of Alexandria, Louisiana, 
has reduced time spent on costing invoices by nearly 
75 per cent by substituting sampling of a week’s 
billings of stock shipments one day a month for 
daily invoice costing. The procedure requires the 
costing clerk to calculate gross profits on every 25th 
invoice that totals $100 or more. If gross profits are 
out of line with management expectations a more 
detailed analysis is then conducted. The same pro- 
cedure is used to analyze gross profit on product 
line sales and stock turnover. Variations in results 
are said to be less than 1 per cent from those se- 
cured by complete daily analyses. 


Total Marketing Concept. G. J. Ticoulat, Fibre 
Containers and Fibreboard Mills, September, 
1958, pp. 80-81. [F.M.] 


The paper industry has traditionally been pro- 
duction minded. “We built plants to use the timber 
most effectively, and we manufactured the products 

- most efficiently. And then—we told the sales 
executives to go out and sell our production to 
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somebody, somehow . . . often the market was ex- 
pected to adapt its needs to the products... 
whether the consumer liked it or not.” 

Things are changing. “Total marketing is fast 
becoming the guiding concept. It consists of: (1.) 
marshalling of detailed factual information on all 
the existing and potential (outlets) for paper . . .; 
(2.) long and short-range plans of operation for 
development of those markets; (.) continuing sales 
and marketing programs backed by the organization, 
the facilities, and the resources necessary to do the 
job. It begins with the market and works backwards 
to manufacturing facilities and raw materials that 
contribute to serving the market. It means market 
research carried to limits we have (not) known until 
now. It means a general elevation of the market 
research function by management and by the in- 
dustry as a whole.” 


Diversification. William T. Morris, Management 
Science, July, 1958, pp. 382-391. [w.L.] 

The policy of diversification indicates that in 
allocating resources to alternative opportunities one 
should not allocate all resources to a single oppor- 
tunity but should somehow spread them out. How 
to make this allocation and the gains from such a 
policy is often vaguely understood. This paper 
explores the kinds of utility functions which lead 
to the use of diversification. 

It is shown that where decision makers wish to 
maximize expected values of the outcomes under ex- 
isting conditions of positive and decreasing marginal 
utility, and where decision makers wish to maximize 
the probability of achieving some aspired level of 
return, diversification may sometimes be a natural 


policy. 


15. MANAGERIAL ORGANIZATION OF 
MARKETING ACTIVITIES 


A Model for Diversification. Management Science, 
July, 1958, pp. 392-414. [W.L.] 

This paper undertakes to construct a model which 
a company can use to compare alternative diversi- 
fication decisions rather than to choose optimum 
strategies. Diversification is defined and distin- 
guished from other methods of company growth, 
and the objectives and motivating factors behind 
diversification are described. An evaluation scheme, 
consisting of a quantitative step which narrows a 
wide field of diversification opportunities, and a 
qualitative procedure for evaluating the profit po- 
tentials of selected alternatives, is outlined. Several 
limitations of the model are presented. 


The Corporate Planning Process. Melville C. 
Branch, Operations Research, July-August, 

1958, pp. 539-552- [W-L.] 
Planning refers to any activity which seeks to 
achieve an objective in future time. Various cate- 


gories of planning may be differentiated such as 
physical planning, functional planning, business, 
government and military planning, socio-economic 
planning, and comprehensive planning. The latter, 
also termed corporate planning, refers to the con- 
tinued establishment of objectives for the organiza- 
tion as a whole and the conduct of its affairs to 
maximize the attainment of these goals. It is the 
subject of this paper. 


16. MARKETING OF SPECIFIC 
GOODS AND SERVICES 


How Customer Demand for Rugs Is Changing. 
Isabel B. Wingate, Journal of Retailing, Fall, 
1958, pp. 133-142. [S.C.H.] 


The introduction of new synthetic fibers and 
natural-synthetic combinations, and changes in con- 
struction techniques, have changed soft floor cover- 
ings from matters of lifetime investment to fashion 
items. The result has been to complicate enormously 
the display, stockkeeping, and inventory problems 
of the retail merchant but to increase sales oppor- 
tunities. 

Retail salespeople need increasing quantities of 
merchandise information, but manufacturers and 
the industry's trade association have tackled this 
problem vigorously. The vogue for wall-to-wall 
carpeting has also complicated the picture. To 
some extent retailers have tended to solve their 
problems by pushing more of the marketing work 
back on the mills, carrying relatively small stocks, 
and selling from samples on a custom “cut-order” 
basis. Consumers have manifested considerable in- 
terest in trade-in selling of used carpets, purchase 


of irregulars, and buying from manufacturers’ ware- 
houses. 


Fruits and Vegetables in the Northeastern USA 
and Competition from Subtropical Regions 
(in German). Max Biehl, Research Report 
#43 Institute for International Economics, 
University of Kiel, 1958, p. 173. [F-M-] 


Plans for the economic integration of Western 
Europe are proceeding slowly but surely. So far, 
the highly protected agricultural sectors of many 
would-be participants has caused most trouble. 
Some of the integration plans take a “we-give-up” 
attitude and leave out agriculture so as to get away 
from this major monkey wrench. 

This study take a more positive view. It draws 
on a U.S. analog, and points out the loag run bene- 
fits that might accrue, through economic integra- 
tion, to European producers of fruits and vegetables. 

The report (1) gives an excellent historical re- 
view of specialization trends in production of prod- 
uce within different U.S. regions; (2) traces specific 
developments in commodities such as peaches, 
apples, lettuce, celery, carrots, tomatoes, strawber- 
ries, cabbage, sweet corn, green beans, spinach, cu- 
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cumbers; and (3) explains the technology that has 
been applied in achieving this regional specializa- 
tion (mechanization, use of artificial fertilizers, irri- 
gation). 


Consumers Do Shop Around for Meat. James D. 
Shaffer, Quarterly Bulletin, August, 1958, pp. 
62-73. [W.L.] 


This report is based on data about weekly pur- 
chases of food items for home consumption, re- 
corded in the diaries kept by the Michigan State 
University Consumer Panel. The panel consists of 
a sample of families selected to be representative 
of a Michigan city of about 100,000 population. This 
study deals with meat purchases during 1956. 

The findings indicate that consumers typically 
shop for meat at a number of different sources. 
Strong store loyalties for buying meat do not seem 
to exist. Since enough families buy from two sources 
each week, or change the source of purchase, it 
would appear unprofitable for retailers to maintain 
a meat merchandising policy which was not com- 
petitive with other stores. 


Frequency of Purchase of Major Fresh, Frozen and 
Canned Fruits and Vegetables. James D. 
Shaffer, The Quarterly Bulletin, August, 
1958, 37-44. 

A tabulation is presented of the frequency of 
purchase of about 150 items of fresh, frozen, and 
canned fruits and vegetables. The data were gath- 
ered from the food diaries recording all food pur- 
chases for home consumption by the Michigan State 
University Consumer Panel who reported fifty or 
more weeks out of the year in 1955 and 1956. There 
were 211 families included in 1955, and 226 in 
1956. The data, based upon weekly reports, show 
the percentage of families buying each product by 
weeks of the year, per family buying, and the aver- 
age number of weeks each product was purchased. 


The Capital Goods Outlook. Charles E. Silberman 
and Sanford S. Parker, Fortune, August, 
1958, pp- 69 ff. [c.F.] 

A major capital-goods recovery is possible at a 
time when responsible men argue that there can be 
no upturn for capital goods for quite a while. This 
is so because of the “new industry of discovery” 
which requires new types of plant to produce the 
products made possible by technological innovation. 
In addition, the requirements of industry leaders 
for cost-cutting replacement equipment even in 
times of depression indicate that capital equipment 
will be added in the face of existing excess capacity. 
Capital-goods replacements are rising currently at 
the rate of $: billion a year. Interestingly, the au- 
thors make no mention of expansion demand, other 
than to point out that the main reason for expan- 
sion of capital goods purchases in the past was 
pressure on capacity rather than rising profits. 


Importance of New Products. American Druggist, 
June 16, 1958, pp. 5-12. [D.R.] 


Analysis of drug store sales shows that 40 per 
cent of the business done by the typical retail 
pharmacy today comes from products which were 
not in existence five years ago. 

This is supported by research conducted among 
manufacturers of six major types of drug store 
merchandise. Based on this research, the following 
table shows the percentage of today’s volume in 
each type of goods accounted for by products not 
in existence five years ago: 


Per cent 


Pharmaceuticals 
Proprietaries 
Rx Accessories 
Toiletries 


Sundries 


Market for Children’s Toiletries. Drug and Cos- 
metic Industry, July, 1958, p. 55- [D-R.] 


Of the 86 million females in the United States, 
1614 million are between the ages of 3 and 12. 

The growth in use of toiletries by this age group 
is indicated by the experience of one company 
which has tripled its volume in ten years and which 
estimates that one-third of the girls in the age 
group now use its products. 

“There is no question but that this increasing 
market has accounted for, and will continue to 
account for, growing sales in adult cosmetics for 
years to come. Youngsters who are now making 
toiletry articles a basic part of their daily routine 
are certain to be a major segment of tomorrow’s 
cosmetic buyers.” 


What Customers Spend for All Products Sold in 
Drug Stores. Drug Topics, July 21, 1958, pp. 
1, 2, 4, 8, 10, 12, 14-15. [D.R.] 

Drug Topics’ 11th annual survey of drug store 
sales by products presents data on g2: different 
product lines. With respect to each item, the report 
shows sales in all outlets and sales in drug stores 
only, for 1955, 1956, and 1957. 

Among major merchandise categories, the report 
shows sales increases in 1957 over 1956 for practi- 
cally all categories. 


Marketing Long- and Medium-Grain Rice, The In- 
fluence of Supply on Wholesale Prices and 
Margins. Nicholas M. Thuroczy, Marketing 
Research Report No. 251, Agricultural Mar- 
keting Service, U.S.D.A., July, 1958, pp. 29. 
[J-K.s.] 


Different seasonal fluctuations in wholesale prices 


| 
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of long and medium grain rice tend to be a risk 
element in rice marketing for millers handling both 
types of rice. 

A statistical study based on monthly wholesale 
prices for long and medium grain rice in the South- 
ern rice producing states reveals that different sea- 
sonal wholesale price movements were caused 
mainly by differences in the amount of these two 
types of rice produced. The type of rice in rela- 
tively short production tended to rise gradually in 
price above its normal level to the price of other 
types as the season advanced. On the other hand, 
the price of rice in relative abundant production 
tended to show a reverse seasonal price movement 
as the season progressed. 


Raisin Marketing—Preliminary Economic High- 


lights. Norman Townshend-Zellner and Loyd 
C. Martin, AMS-204, Agricultural Marketing 
Service, U.S.D.A., August, 1957. [J-K-S.] 


This reports preliminary information from a more 
detailed and comprehensive study of raisin market- 
ing. It describes the nature of the research and some 
of the basic trends in the raisin industry. This re- 
port presents trends in production, exports, con- 
sumption utilization, returns to growers, and the 
supplies for raisin grapes. 


How Much “Overcapacity in U. 8. Manufacturing? 
The Capital Goods Outlook II. Charles E. 
Silberman and Todd May, Fortune, Septem- 
ber, 1958, oe 128-131 and 204, 209-211; Capi- 
tal Goods: The Energy Explosion. The Capi- 
tal Goods Outlook III. Charles E. Silberman 
and Sanford S. Parker, Fortune, November, 
1958, pp. 136-139 and 178, 182-184, 188. [G.F.] 


These Fortune writers foresee continued expansion 
of the capital-goods market based on the destruction 
of existing plant and equipment by the forces of 
new production technology, new products, new com- 
petitors, and the growth of new regional markets. 
On the basis of a Fortune developed “index of ca- 
pacity pressure” which measures utilization of 
capacity at peak output, Silberman and May con- 
clude in Part II that 1957 overcapacity in U-S. 
manufacturing was closer to 6 per cent above 1955 
than to g per cent as indicated by the pioneering 
McGraw-Hill Index of Manufacturing Capacity. 
Summing the results of the industry and product 
analyses in Part II, the writers foresee capital ex- 
penditures of $10 billions in 1959 and possibly 
$12 billions in 1960. 

In Part III, spending by the energy group of oil, 
gas, and electric utility industries is shown to be 
leading the capital-goods upturn. Another decade 
of expansion is foreseen for the oil, natural gas and 
electric utility industries although capital-spending 
rates will vary according to individual industry 
cycles. 


17. MERCHANDISING 


Should Promotion Be Sacrificed to Price Reduc- 
tion? Lee S. Bickmore, Super Market Mer- 
chandising, August, 1958, pp. 73-77- [W-L-] 

Retail-food executives have often claimed that it 
would be more to their advantage for manufacturers 
to pass on price reductions rather than to throw 
money into widespread promotions. Bickmore, sen- 
ior vice-president of National Biscuit Company, 
states emphatically that promotion should not be 
sacrificed to price reduction since price alone can- 
not build heavy traffic. Industry depends on the 
mass demands for many products which have been 
promoted and merchandised by both manufacturers 
and dealers. These heavily promoted products de- 
velop yardsticks which consumers use to measure the 
value of products bought. Moreover, volume sales 
reduce prices and the price reduction resulting 
from passing on the promotional allotments to con- 
sumers would only result in an infinitesimal amount 
per unit. 


How 27 Local Merchants Meet the Threat of Super 
Shopping Centers. Reporter of Direct Mail 
Advertising, September, 1958, pp. 44-46. [c.F.] 


When the twenty-seven Main Street retailers of 
Englewood, New Jersey, found their market area 
ringed by suburban shopping centers, they organ- 
ized a Guild of Englewood Merchants (GEM) to 
compete against their new rivals. GEM established 
a common policy on customer service, refunds and 
exchanges, promoted charge accounts to families 
who already had charge privileges in any one of 
the member stores, mailed out notices of seasonal 
sales, sent to local residents a Christmas Gift catalog 
announcing the availability of gift certificates re- 
deemable in any of the member stores, and em- 
barked on a joint advertising campaign. Annual 
sales were up 10 per cent the first year and were 
expected to be slightly higher for 1958 despite 
depressed business conditions. 


Why the Supermarket Pays. The Economist, August 
23, 1958, pp. 615-617. [F.M.] 

Supermarkets are just starting to revolutionize 
the British grocery trade. According to the U.K. 
definition, a supermarket must have self service on 
a full range of foods in a selling area of at least 
2,000 square feet and four checkout lanes. There are 
only 175 such stores in the country, but at least 5 
new ones are being opened each month. 

The supermarket’s emergence dates back to 1954 
when: (a) end of food rationing caused a swing to 
main street shopping, and (b) building controls 
were lifted. The Consumers Co-operative Movement, 
traditionally a major factor in the British food 
business, runs nearly half of all supermarkets; 
chains (called “multiples”) account for some 40 per 
cent; almost 10 per cent are associated with de- 
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partment stores; the number of independents is in- 
significant. 


The Ceiling on Selling. R. A. Smith, Fortune, Au- 
gust, 1958, pp. 91-96, 132-140. [G.F.] 

After rejecting sales incentive programs as pallia- 
tives instead of cures for declining sales, the author 
quotes approvingly the need for an old-fashioned 
“belly-to-belly” job of selling (whatever that means). 
Over-production of the wrong kinds of merchandise, 
the poverty of inventory assortments, over pricing, 
failing to relate prices to market demand, over- 
emphasis on gadgetry, poor service on goods sold, 
undesirable replacement merchandise, meaningless 
variety, and tympanic advertising are the blunders 
ot the “Figure Filberts” and top managers in the 
front office. 


Pet Foods Still Surging Ahead in Super Picture. 
Food Topics, September 22, 1958, pp. 12, 14, 
15. [J-S.w.] 

To one raised in the school of household eco- 
nomics calling for the feeding of dear old Rover 
with table scraps, the current boom in pet foods 
merchandising is at once both fascinating and 
deplorable. The fascination lies in the magnitude 
of the industry with $350,000,000 being spent an- 
nually in American food stores to buy food for our 
75,000,000 dogs, cats, parakeets, fish and other pets. 
This important allocation of national income tends 
to prove the contention that the dog is fast becom- 
ing a “status symbol” instead of a mere household 
companion. 

Regardless of one’s point of view on the matter, 
the trend has been a boon for supermarkets, as 
they get approximately 70 per cent of the sales in 
this product field. Good merchandising has been an 
important factor in this situation. Success depends 
on a large selection of brands and sizes, aggressive 
promotion, and good location. In addition to being 
a profitable item, pet food is a fine traffic builder 
for the supermarket. Furthermore dog and cat ac- 
cessories, such as leashes, collars, dishes, etc., are 
becoming important dollar volume items, and 
health and beauty aids for pets are being developed 
and promoted. 


Benchmarks for Product Success. Bill Nigut, Food 
Business, October, 1958, pp. 11-12. [J.s.w.] 


Food retailers are dismayed over the new product 
policies of many American food manufacturers. 
From the merchants’ viewpoint it seems that the 
governing philosophy is one of “selling what they 
can make rather than making what they can sell.” 
The burden of this article is to show the fallacy of 
the manufacturers’ orientation. 

Fifty of the country’s leading chain-store and 
supermarket companies were queried as to their 
buying “rule of thumb” when selecting the right 


products and right promotions. Framed in question 
form the seventeen most important considerations 
are given in order of importance for each category, 
product selection and promotion selection. 

The resulting lists are extremely interesting to 
analyze. For instance, the product buying guide 
places fair dollar profit before consumer want which 
is followed by sales potential, then need for the 
product. In the case of promotions timeliness has 
first rank, then store traffic building characteristics, 
and thirdly, value of promotion to the consumer. 
Although these priorities are an implied repudia- 
tion of the theme of the article, that is, that the 
consumer is king, these two lists furnish valuable 
checklists for manufacturers. 


18. PRICES AND PRICE POLICIES 


Some Reflections on the Philosophy of Prices. Joan 
Robinson, The Manchester School of Eco- 
nomics and Social Studies, May, 1958, pp. 
116-135. [S.C.H.] 


This review of pricing philosophies under varying 
degrees of governmental intervention and under 
variations in the extent to which economic speciali- 
zation rests upon natural conditions or upon the 
economies of scale concludes that there can be no 
simple, general theory of prices to fit all cases. The 
“free”, “pure” market system of the textbooks is 


confined to “the case of unorganized producers of 
primary commodities, and this is precisely the case 
in which it is least likely to produce beneficial 
results.” 


Distributed Lags and Demand Analysis for Agri- 
cultural and Other Commodities. Marc Ner- 
love, Agriculture Handbook No. 141, Agri- 
cultural Marketing Service, U.S.D.A., June, 
1958, pp. 121. [J-K.s.] 


This publication forges a new and vital tool for 
use in demand-and-supply analysis from the con- 
cept of distributed lags originally developed by 
Irving Fisher. In 1925, he investigated them in the 
context of business cycles and price levels. The 
handbook’s author has reorientated the basic idea 
developing a framework of theory and methods that 
should be of particular interest to the marketing 
specialist who must continually account for and 
adjust to changing patterns of consumer habits. 
Preliminary investigations indicate that the empir- 
ical techniques developed here may offer a more 
adequate description of an economic structure or 
industry than the more conventional types now 
employed. Systems involving both single and simul- 
taneous equations are explored in detail. Most of the 
data and resulting examples are in the field of 
agriculture or food consumption, inowever, theory 
and methods can be readily adapted to other in- 
dustries. 

Definitions and causes of distributed lags are 
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explained and appropriate statistical measures are 
formulated. Simply, the chief thesis of this work 
is that price changes do not have an immediate and 
total effect on either the consumer or the supplier. 


Pricing Raw Product in Complex Milk Markets. 
R. G. Bressler, Agricultural Economics Re- 
search, October, 1958, pp. 113-130. [J-K.s.] 


This article was prepared in connection with the 
study of Class III pricing in the New York milk- 
shed, currently being conducted by the Market 
Organization and Costs Branch of the Agricultural 
Marketing Service. The object was to develop 
theoretical models that would provide a framework 
within which the empirical research could be or- 
ganized and carried out. 

The dairy industry is based on the production of 
a raw product that is nearly homogeneous—whole 
milk—on farms geographically scattered, and the 
disposal of this raw product in alternative forms— 
fluid milk, cream, manufactured products—and to 
alternative metropolitan markets. Alternative mar- 
kets represent concentrations of population. These 
also are geographically dispersed, but with patterns, 
imperfectly correlated with milk and product pro/ 
duction. The problem considered in this article is 
the examination of the interactions of supply and 
demand conditions and the interdependent deter- 
mination of prices and of raw product utilization. 
The author approaches this problem by first con- 
sidering a greatly simplified model based on static 
conditions and perfect competition. This is modi- 
fied to admit dynamic forces, especially in the form 
of seasonal changes in supply and demand. Non- 
competitive elements are then introduced in the 
form of segmented markets and discriminatory 
pricing, based on ultimate utilization of the raw 
product. Finally, these models are used to suggest 
principles of efficient pricing and utilization, within 
the constraint of a classified system of discrimina- 
tory prices. 


Seasonal Milk Pricing Plans. Stanley F. Krause, 
Bulletin No. 12, Farmer Cooperative Service, 
US.D.A., November, 1958, pp. 53. [J-K-S.] 


This bulletin discusses the need for seasonal 
pricing, its historical development, and the effec- 
tiveness of seasonal incentives. It reports on the 
principal types of current seasonal milk pricing 
plans—base-excess plans, fall premium plans, and 
seasonal variation of class prices. It postulates that 
milk pricing incentives are systematic, planned, and 
a logical outgrowth of organized marketing and 
pricing of milk according to use. And it touches 
on seasonal incentives incidental to other price 
provisions—the seasonal variation of basic prices, 
incentives through changing utilization, and supply- 
demand adjustors. These seasonal price plans are 
supplements to price variations resulting from op- 
eration of basic price formulas and blending of 
returns. The lead in securing adoption of seasonal 


pricing plans has in most cases been taken by dairy 
co-operatives. 


Dilemma in Branded Canned Foods: Smaller Pack- 
ers Set Prices for the Industry. Frank J. 
Charvat, Food Business, August, 1958, pp. 
11-12. [J.S.w.] 


This article provides an excellent picture of the 
canned fruits and vegetables industry. The thesis 
is that smaller packers are the price-setters, even 
though twenty-nine canners, representing 1.6 per 
cent of the industry numerically, pack over one- 
third of the volume. 

Two factors are of paramount importance in this 
situation: (1) bumper crops which lead to large 
packs which are dumped by the poorly-financed 
small packers; (2) the growing importance of private 
labels and chain brands which make the nationally- 
advertising packer fight hard for shelf space. It is 
claimed that demand for canned goods is relatively 
inelastic at the consumer level and furthermore, 
that the index of cross-elasticity between various 
kinds of canned goods is high and positive, while on 
the supply side conditions are variable due to the 
vagaries of nature. All in all, the big packers find 
themselves operating in a weak price structure. 


20. RESEARCH AND RESEARCH 
TECHNIQUES 


Use of Electronic Computers in Marketing Re- 
search. Frank J. Charvat, Atlanta Economic 
Review, August, 1958, pp. 6-7, 10-12. [W.L.] 


This paper examines four types of marketing 
problems that can be solved by using electronic 
computers, discusses the operational feature of com- 
puters, and analyzes how specific types of studies 
could be adopted to electronic computers. The 
types of problems discussed are analysis of primary 
and secondary data, distribution cost analysis, use 
of advanced statistical techniques, building of mar- 
keting models. Basic fundamentals of computer use 
are briefly presented in a non-technical manner. 
Examples of each of the types of marketing problem 
are given. 


Dynamic Demand Functions: Some Econometric 
Results. The Economic Journal, June, 1958, 
pp- 256-270. [G.F.] 

Consumer inventories (stocks), habit lags, and ex- 
pectations, are dynamic factors which complicate 
analyses of cross sectional family budget studies and 
aggregative economic models. The purpose of this 
article is to present results secured by applying a 
dynamic model to quarterly series of aggregate 
consumer expenditures and to cross section data 
provided by family budget studies in the United 
Kingdom. Principal features of the model are a 
distinction between purchases and consumption of 
durables and variable rates of adjustment to equi- 
librium levels of consumption of all commodities. 
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A New Moral Dimension for Communication. 
J. Carroll Bateman, Public Relations Journal, 
August, 1958, pp. 16-17. [w.L.] 

Since communications can impress as well as ex- 
press, and since the manner in which something is 
said can be as important as the content of the mes- 
sage, more concern is now being demonstrated for 
phraseology than for content. At this point a new 
moral dimension enters into communication. Under 
this shift in emphasis, the simple moral rule of tell 
the truth no longer covers the situation. 

Words have denotative as well as connotative 
meanings and therefore have emotional impact. 
They often serve as veils to meaning and may really 
mean the opposite of what they appear to say. Mes- 
sages are often composed to be perfect in form but 
intentionally meaningless or ambiguous in con- 
tent. To communicate properly it is necessary that 
both form and content unite to transfer ideas from 
one mind to another. 


Optimum Information-Acquisition Systems. B. Har- 
ris, A. Hauptschein and L. S. Schwartz, Op- 
erations Research, July-August, 1958, pp. 
516-529. [w.L.] 

The use of communication systems to gather op- 
timum information involves two costs: 1) average 
communication cost and 2) average risk cost. The 
value of basic communications parameters, power, 
bandwidth and time determine communication cost. 
Risk cost is the cost of decision, and arises from de- 
tecting noise in signals, and is a function of decod- 
ing signals received. 

To rate communication systems, a criterion of 
performance, average total cost (which includes 
both risk cost and communication cost) is suggested. 
The reliability of a unidirectional system and both 
a bidirectional system employing information feed- 
back and decision feedback is determined. The 
specification of cost relations in an operational situ- 
ation permits the determination of minimum aver- 
age total cost for each system. . 


Be Your Own Market Analyst. Richard L. Sand- 
husen, Industrial Distribution, October, 1958, 
Pp- 100-103. [G.F.] 


Any industrial distributor can get from trade asso- 
ciations, the business press, universities, and gov- 
ernment agencies, and from his own records in- 
formation that can be used to determine market 
potential, pinpoint the location and proper size of 
his territories, set sales quotas, measure and control 
sales effectiveness, and allocate promotion expendi- 
tures. 

He can start by developing customer record sheets 
to organize the following information: customer 
name, location, S.I.C. industry code number, prod- 
ucts manufactured, past sales by lines, dollar po- 
tential by lines and key people. 

He then checks the information on his customer 


record sheet against the information in the state 
industrial directory and against County Business 
Patterns to find out which manufacturing firms are 
not currently on his customer sheets by counting 
the number of firms reporting in each S.1.C. cate- 
gory on his customer sheets and comparing them to 
the total reported in the County Business Patterns. 
Following this he compares the names on his cus- 
tomer lists with those in the state industrial direc- 
tory to find the names of non-customer firms. 

He then relates the number of employees in each 
industry to dollars of sales potential by lines in or- 
der to establish sales territories based on present 
and future probabl- growth. By analyzing the varia- 
tion between actua' sales to sales quotas within any 
line or territory the distributor can determine 
where to direct additional effort. 


Hardware Packaging Research Reveals Retail 
Trouble Spots. Hardware Retailer, Novem- 
ber, 1958, pp. 69, 119. [R.R.T.] 


This article discusses a national survey conducted 
by the Folding Paper Box Association among retail 
hardware dealers to determine attitudes toward 
available types of product packaging. The signifi- 
cant findings were: ‘ 


1. Dissatisfaction with current packaging practices 
in many specific product areas; inability or un- 
willingness of manufacturers or suppliers to 
adapt to retailers’ suggestions. 

. A need for product packaging to keep pace with 
the trend toward self-service, or combined clerk 
and self-service retailing. 

. How dealers rate “best” and “poorest” packaged 
departments in their stores. 


Estimation of Multimagazine Readership. Seymour 
Banks and Albert Madansky, The Journal 
of Business, July, 1958, pp. 235-242. [S.C.H.] 

Analysis of two Politz studies (The Study of Four 
Media and The Audiences of Nine Magazines) in- 
dicate that the duplicate, triplicate, and quadrupli- 
cate readerships of one issue each of specified pairs, 
trios, and quartets of magazines are simple linear 
functions of two variables: size of audience and 
similiarity of content and editorial format. Adding 
variables to the equations to cover income effects 
and number of “passalong” readers (non-buyers) 
does not improve the fit. 

Equations are also presented for developing the 
net unduplicated audiences from the measures of 
duplication, as are equations for predicting the 
extent of N-issue duplication. 

The equations derived from the nine-magazine 
study were tested against the Progressive Farmer's 
study of Magazine Readership in the Rural South. A 
high order of fit obtained, even though the test 
involved a regional audience and entirely different 
magazine from those originally analyzed. 
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Code of Professional Ethics and Practices. Com- 
mittee on Standards, American Association 
for Public Opinion Research, Public Opinion 
Quarterly, Summer, 1958, pp. 215-216. [C.F] 


Sharing in the current public concern over the 
abuses of psychological surveys by “hidden _per- 
suaders” are the members of the Committee on 
Standards of the American Association for Public 
Opinion Research who have written what is prob- 
ably the first profession-wide code of ethics in this 
field. Their joint statement lists the standards they 
subscribe to and the procedures by which they 
aspire to improve the practice of public opinion 
research. 


Must a Researcher Tell the Truth? Frederick F. 
Stephan. Public Opinion Quarterly, Summer, 
1958, pp. 83-90. [G.F.] 

Amazingly little has been done to put reports of 
opinion research through a procedure of verification 
comparable in rigor to the experiments and crucial 
observations by which the established sciences build 
up dependable knowledge. What’ are the major 
requirements if the researcher is to discover, pre- 
pare, and communicate the truth? 

If a researcher is to tell the truth he must first 
find it. This calls for closer cooperation between 
respondents and interviewers. Interviewers and 
other intermediaries must perform more effectively. 
The accuracy needed in the various stages in which 
data are processed, coded, and analyzed must be 
‘tested. Analysts are in a position to distort the truth 
by selecting their material, failing to make cor- 
rections, and by slanting their preparation of the 
report. Others can communicate truth or error by 
their choice of words. Finally the users of the re- 
sults must understand them correctly. Misunder- 
standing may be quite as serious as deliberate 
misquoting. The researcher cannot tell the truth 
unless all stages of the research venture contribute 
as they should to the progress of the truth from its 
initial sources all the way to the users’ understand- 
ing. 


Doing Your Own Research. T. D. Ellsworth, The 
Journal of Retailing, Summer, 1958, pp. 63-67. 
[s.c.H.] 


Four case histories of small merchants who did 
their own research, largely through analysis of sales 
and stock records, to answer promotional, stock and 
market questions. Ellsworth also discusses the uses 
of comparative figures, such as those collected by 
trade associations. 


Journalism Research and Scientific Method; II. 
Bruce H. Westley, Journalism Quarterly, 
Summer, 1958, pp. 307-16. [W.L.] 


This paper continues Westley’s discussion in the 
Spring issue of the Journalism Quarterly on the 
methods of behavioral sciences in mass communica- 


tions research. The contributions of inductive and 
deductive methods to scientific inquiry are ex- 
amined, and the case for hypothetico-deductive 
empiricism is advanced. The latter, a broad scien- 
tific strategy based on both deductive and induc- 
tive logic links formal logical systems to theoretical 
systems by formal derivation of hypotheses, and 
theoretical systems to reality by operational defini- 
tions. 

Hypothetico-deductive empiricism is contrasted 
with pre-scientific observation and inductive em- 
piricism. The three are discussed as both stages in 
the development of a science and levels of a par- 
ticular investigation. An interesting schematic pres- 
entation of these stages or levels is included. 


Increasing Responses to Mail Questionnaires: A 
Research Study. William M. Kephart and 
Marvin Bressler, Public Opinion Quarterly, 
Summer, 1958, pp. 123-132. [G.F.] 


This paper reports on the incentive value of 
varying denominations of stamps, coins, and other 
inducement factors as reflected in a differential 
rate of return for mailed questionnaires. The find- 
ings indicate that preview letters announcing the 
future arrival of the questionnaires and cash in- 
centives of pennies, nickels, and dimes, had rela- 
tively little value. Follow-up letters, special delivery 
stamps, and quarters were extremely effective as 
inducements. Since no statistically significant differ- 
ences were secured by using follow-up letters and 
by using large cash inducements, it is concluded 
that follow-up letters were preferable on a cost 
basis. 


How to Create More Effective Selling Appeals from 
Readership Studies. Robert LaRue. The Re- 
porter of Direct Mail Advertising, October, 
1958, pp- 34-36. [6.F.] 

The conclusions drawn from analysis of :hun- 
dreds of readership studies can be applied to the 
preparation of direct mail advertising: Stress cus- 
tomer benefits—don’t brag about the product. Use 
the directly relevant illustrations and copy, and 
don’t assume that the reader will be able to get 
the idea by indirection. Use words, exclamation 
points, and illustration sparingly. Use only the mo- 


tives that appeal to the special kind of prospects 
on the mailing list. 


21. RETAILING 


New Trends in Interpretation of Law Make Re- 
tailer Target in Damage Suits. Food Topics, 
September 22, 1958, pp. 2, 17. [J.s.w.] 


The law of torts is in a state of flux, generally 
moving in the direction of better chances for dam- 
ages for injured plaintiffs. Recently food retailers 
have seen this trend include them in cases of al- 
leged injury due to defects in manufactured food 
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products. Formerly, courts were hesitant to assess 
damages against retailers for fear of bankrupting 
a small business in the act, but now they are often 
included with the manufacturers as a co-defendant 
in this type of civil suit. 

Two reasons are behind this development: first, 
the closest contractual relationship exists between 
the retailer and the consumer, making a local suit 
easier for the injured party; second, the typical 
consumer is hard-pressed in proving where the de- 
fect occurred—during manufacture, while in the 
wholesaler’s hands, or while the product was on the 
retailer's shelf. Joining these parties in a damage 
suit tends to shift the blame-placing on the various 
defendants. 

An injured party has four possible remedies avail- 
able to him: common law negligence, negligence 
per se, express warranty, or implied warranty. Their 
respective advantages are briefly explained. 


Consumers Look at Discount Houses. Stewart M. 
Lee. Pamphlet, Council on Consumer In- 
formation, c/o Colorado State College, 
Greeley, Colorado, 1958, 36 pp., 50¢. [S.C.H.] 


Advantages consumers may receive by buying 
from discount sources, and the role of discount 
houses in our retail economy, are reported here. 
Considerable shopping evidence is presented of dis- 
count savings, and suggestions for using discount 
sources are included. This publication, unlike most 
studies in the field, cites names and addresses of 
both discount and full price retailers used for 
comparisons and has an interesting directory of 
catalog discount houses. 


Retailing: The Discount-House Story: After a 
Struggle, Here to Stay. Robert N. Dineen and 
Charles J. Gardner, Indiana Business Review, 
September, 1958, pp. 5, 8. [B.c.] 


The discount house is finally achieving status in 
the retailing field. However, in the process of ma- 
turing, many discount houses are beginning to 
lose some of their more “primitive” trappings. The 
discount houses are now locating in high-rent down- 
town areas. The stores oftentimes now possess fancy 
fixtures and in many instances employ elaborate dis- 
plays. The customers shopping in them more and 
more are receiving a greater amount of personal 
attention from the salesmen. Many discount houses 
now deliver their items, sell on time, accept returns 
more readily and provide fitting rooms. Their costs 
of operation, of course, are growing. Manufacturers 
now accept discount houses as a legitimate channel 
of distribution for their wares. 

On the other hand, while department stores and 
other “regular” retail stores selling hard goods are 
still maintaining their traditional service policies, 
they have now gone in extensively for “below list” 
selling. Thus, the line of distinction between “regu- 
lar” retail stores and discount houses thus appears 


to be growing fine as each begins to operate like 
the other. 


Shopping Center Druggists Do 11% of Drug Trade 
Sales. American Druggist, August 25, 1958, 
pp. 13-15. [D.R.] 

The grd annual study of shopping center drug 
stores by American Druggist finds that, as of mid- 
1958, there were 2,390 drug stores operating in 
2,235 U. S. shopping centers. These are 4.7 per cent 
of all the drug stores in the country—but they ac- 
count for 11.1 per cent of total drug store business. 

The study discloses that the typical shopping 
center drug store last year had a volume of $303,- 
686, compared with $120,192 for the typical drug 
store not located in a shopping center. 

The average shopping center drug store is more 
than twice as big as the average non-center phar- 
macy. In 1957 it did a sales volume of $81.07 per 
square foot, as against $73.60 for the non-center 
drug store. 


Self-Service Stores Outpull Clerk-Service Units by 
41%. American Druggist, June 30, 1958, p. 18. 
[D.R.] 


Using data compiled by This Week magazine in 
its biennial study of the drug field, American Drug- 
gist calculates that the average chain drug store, 
operated on a self-service basis, did 41.1 per cent 
more business in 1957 than did the average clerk- 
service unit. 

This Week data represent the sales of 17 chains 
operating 1,307 stores. 

American Druggist calculates that the average 
self-service chain drug unit did a volume of $522,- 
844 in 1957, compared with $370,598 by the average 
clerk-service unit. 


Drug Store Operating Costs Set Record. American 
Druggist, August 11, 1958, pp. 8-g. [D.R.] 


Each year, Eli Lilly & Co., major pharmaceutical 
manufacturer, conducts a study of operating costs 
and profits of independent drug stores. Results of 
the study are published annually as the Lilly Di- 


Analyzing the 1957 Lilly Digest, American Drug- 
gist reports that drug store operating expenses rose 
to 30.4 per cent of sales last year, compared with 
29.9 per cent the year before. As a result, net profit 
dropped to a long-time low of 4.3 per cent. 

From material contained in the Lilly Digest, 
American Druggist presents a table showing average 
expenses and profits for forty-four different cate- 
gories of drug stores, broken down by volume and 
by city size. 


Size of Average Drug Store Rises 4.5%. American 
Druggist, June 30, 1958, pp. 5-7. [D-R.] 

The typical drug store last year had 1,734 square 

feet of floor area—4.5 per cent more than the year 
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_before . . . and 23 per cent more than six years ago. 

American Druggist’s latest annual study of drug 
store size in relation to sales shows that sales per 
square foot amounted to a record $74.33 last year— 
5-8 per cent more that the year before. 

A major use which druggists are making of the 
increased space at their disposal is to stock and 
display more “big-ticket” products, which yield 
increased unit sales and profits. 

A breakdown is presented of department size and 
sales per square foot for each of fourteen major 
drug store departments. This information is pre- 
sented separately for each of the three basic types of 
drug stores—the independent with fountain, the in- 
dependent without fountain, and the chain store. 


How Productive Are Dollars Invested in Retailing? 
Theodore D. Ellsworth and David J. Rach- 
man, Journal of Retailing, Fall, 1958, pp. 
113-126, [S.c.H.] 


An analysis of 1957 financial statements released 
by 125 large publicly-owned retailing corporations 
showed an average return on net worth of 20.6 
per cent, comparable to the yields indicated for 
Fortune’s list of 500 “biggest industrials.” 

Although the food group had the lowest profits 
on sales (3 per cent before taxes) of any retail group 
studied, it achieved the highest return on invest- 
ment (30.0 per cent before and 14.5 after taxes). 
This group was followed, after a considerable gap, 
by the mail-order, shoe, drug, department store, 
apparel, miscellaneous and variety groups, with the 
last group earning 16.0 per cent before taxes, and 
8.4 per cent after taxes. 


The t’s Way to Survival. Super Market 


Merchandising, August, 1958, pp. 43-62. [W.L.] 


This issue of Super Market Merchandising is 
concerned with pointing out the problems of inde- 
pendents who are being challenged by the growing 
power of larger chain organizations and showing 
how several small operators are meeting the issue. 
The independents are now facing a crisis since 66.9 
per cent of supermarket volume goes to chains with 
two to ten stores and only 19.3 per cent to one- 
store owners. 


Min-it Market Drive-In Stores Expanding in Cali- 
fornia. Lewis Milkovics, Progressive Grocer, 
October, 1958, pp. 54-61. 


Min-it Markets Get Maximum Sales from Every 
Inch of Shelf Space. Lewis Milkovics, Pro- 
gressive Grocer, November, 1958, pp. 64-73. 
[J-s.w.] 


This two-part article is an excellent illustration 
of retailing’s penchant for change. The latest insti- 
tution on the food distribution scene is the small, 
quick-service, drive-in grocery store. These stores, 
initially successful in Texas, are in fact miniature 
supermarkets, small in square footage but big in 


sales potential, yet at the same time an answer to 
some of the shortcomings of the supermarkets. 

Part I explains the type of location needed for 
success in the drive-in market field. Operational 
data are given in considerable detail. Part I] gives 
a complete inventory breakdown for a typical Min-it 
Market. The number of items carried is compared 
with an average supermarket. A rundown of the 
number of brands and sizes stocked and the number 
of facings given to various products is given. 


Blueprint for Supermarket Success. Supermarket 
News, October 6, 1958, pp. 35-54- [J-S-w-] 


Annually this trade publication prints a special 
section reporting the “latest trends and develop- 
ments in supermarket building design, interior lay- 
outs, equipment and operational practices as a 
guide and indicator to its readers.” Four “depth 
studies” of new supermarkets are given, followed by 
case studies in store design and interior decor, ware- 
housing, and checkout operation. The concluding 
part deals with supermarket operations in foreign 
countries including the United Kingdom, Germany, 
Puerto Rico, Italy, and Switzerland. 


Food Spending High. Super Market Merchandising, 
September, 1958, p. 148. [W.L.] 


A very brief item on a study of consumer ex- 
penditures conducted by the Advertising Council 
of New York indicates that 29 to 32 per cent of the 
average family dollar after taxes is spent in a 
grocery store. By the end of 1958, Americans will 
have an 80 billion dollar food bill. About 100 mil- 
lion dollars are spent for research in food and 
drink per year resulting in the offering of an aver- 
age of 24 new items to supermarket operators each 
day. Sales figures are given for frozen foods, pastry 
mixes, and diet foods. 


Leased Equipment. Super Market Merchandising, 
August, 1958, p. 86B. [w.L.] 


This is a brief report on a national survey con- 
ducted by U. S. Leasing Corporation on leasing 
of equipment by supermarkets. This practice has 
doubled in the past eighteen months and now totals 
$5,500,000 or about three per cent of all leased 
equipment. The expansion stems from the increased 
demand for working capital by supermarkets. Since 
supermarket operators turn over their working 
capital an average of 20 times a year, they realize 
a net profit of 25 per cent before taxes on working 
capital. 


Chain-Store Operations’ Picture As Seen by the 
Managers Themselves: The Chain Manager 
Looks at Chain Management. Food Topics, 
October 6, 1958, pp. 2, $2, 6g. [J.s.w.] 


Food Topics surveyed twenty store managers em- 
ployed by each of eighty-one different chains to 
ascertain their opinions on operating conditions in 
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areas such as: local store authority, supervisory 
personnel, store equipment, store bulletins and 
memos, products—prices and features, advertising, 
operations and policies. 

The chains are doing a good job in the eyes of 
their store managers. Some trouble areas were un- 
covered by the survey. For one thing, managers feel 
that cost controls imposed upon them are hurting 
customer service. Delivery schedules frequently are 
unsatisfactory to the managers. These men want 
more responsibility and desire training which will 
lead to promotion. Checkout relations appear to 
need improving. In the store itself the major prob- 
lems were reported to be pilferage and bad checks. 


Recession Jogs Food Lines to Record Level. Food 
Topics, September 8, 1958, pp. 2, 38, 64, 66, 
69, 72, 76, 80. [J.s.w.] 


Supermarket sales were 8.2 per cent higher in 
1957 over 1956, which in turn gained 6.5 per cent 
over 1955. The dollar gain in food sales of specialty 
stores, restaurants and other non-grocery outlets, 
however, increased only 1.2 per cent in 1957, tending 
to show the shift in food purchasing patterns 
brought on by the recession. Most of the fine super- 
market performance came from the spectacular 
showing in meat, fish and poultry volume which 
had a 16.5 per cent dollar volume increase, ironi- 
cally based on a decline of 2.8 per cent in meat 
tonnage consumption. 

The above is a sample of the interesting facts 
revealed in this summary of 1957 sales of food store 
products. Nineteen broad categories of food prod- 
ucts, broken down into rather complete subgroups, 
are analyzed for 1955, 1956 and 1957 as to value of 
total domestic consumption, amount spent in gro- 
cery stores, percentage of total store sales, and per- 
centage of grocery sales to total consumption. Meat 
items captured four of the top five spots in dollar 
volume gains through good performances by delicz 
tessen, fresh beef, poultry and pork subgrouys. 
Frozen foods gained 10 per cent, led by frozen 
prepared foods with a whopping 27.4 per cent 
jump. Fats and shortenings, with a 22.6 per cent in- 
crease, were the only other group recording gains 
greater than over-all food sales. 


Interest in Vending Machines Still High Despite 
Setbacks in Outdoor Tests. Food Topics, 
August 18, 1958, pp. 2, 19. [J.s.w.] 


. A meteor on the food retailing scene a couple of 
years ago was the idea of selling groceries outside 
the supermarket during off-hours by means of 
vending machines. Here we have an interim report 
on this intriguing experiment. 

The trial runs made so far have been generally 
undistinguished, and a period of patient re-evalua- 
tion has set in. Many reasons for the unspectacular 
showing of the outdoor food vending principle are 
given: (1) poor location of the machines, (2) con- 
sumer resistance, (3) malfunctioning equipment, (4) 


pilferage, (5) parking-space problems, (6) longer 
store hours, and (7) failure to develop machines 
specifically for the purpose of food vending. 


Branch Specialty Stores—Panacea or Problem? 
Deford C. Mills, Journal of Retailing, Sum- 
mer, 1958, pp. 53-62. [S.c.H.] 


The specialty-store industry has suffered a low 
rate of return on both sales and investment and a 
declining share of consumer income through ten 
years of general prosperity. Stores that have opened 
branches have not prospered significantly more or 
suffered significantly less than stores without 
branches, The failure of branches to help has been 
due in part to general market conditions, such as 
shifts in consumer interests, and in part to a lack 
of understanding of branch requirements. 

In the latter category are unwise basic decisions, 
poor organization and bad merchandising of 
branches. More careful analysis of the market op- 
portunities before establishing branches would have 
prevented many of the basic errors. Organizational 
improvement requires a shift to a chain-store type 
of geographic line and staff set-up with the indi- 
vidual store manager in a crucial role. Heavy at- 
tention to unit controls instead of major reliance 
on dollar controls would cure many of the mer- 
chandising mistakes. 


Application of Work Study to Department Stores 
in Great Britain. Edward McFayden, Journal 
of Retailing, Summer, 1958, pp. 68-72. [S.c.H.] 


Following a classic work-study in the hardware 
department of Selfridge’s, British chain, department 
and variety stores have become increasingly inter- 
ested in applications of this research approach. 
String diagrams are used to demonstrate and meas- 
ure sales clerk movements throughout the selling 
departments, leading to improved stock and display 
arrangements. 

Customer travel is also being studied in the same 
connection. Activity sampling and memo-motion 
(photographic) techniques are also used in work 
simplification. 


The Co-operative Department Store: Outgrowth of 
Filene’s Marketing Thought. Martin L. Bell, 
Journal of Retailing, Summer, 1958, pp. 82-89. 
[s.c.H.] 


This is the first of two articles dealing with the 
attempt of the Consumer Distribution Corporation 
(created through’ Edward A. Filene’s economic 
thought and financial support) to establish a chain 
of large co-operative department stores. Two stores 
were opened: Shirlington, Virginia (suburban Wash- 
ington), in 1948 and Providence in 1949. The times 
were propitious, and market ‘conditions were espe- 
cially favorable for the Shirlington store. Washing- 
ton had many co-operative minded consumers, with 
comfortable incomes. The store opening attracted 
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many shoppers, but volume soon slipped; profits 
were never better than modest and soon became 
negative. Both stores were closed as failures by the 
end of 1952 at a substantial loss to the C. D. C. 

In this article Bell notes a number of “merchan- 
dising” or “operating” inadequacies contributing to 
the failures. Inadequate sales volume, high mark- 
downs, poor merchandising and (in Providence) 
high expense rates (50 per cent of sales) were the 
major weaknesses. The second article will describe 
the “co-operative” organizational problems of the 
venture. 


The Co-operative Department Store: Outgrowth of 
Filene’s Marketing Thought (Part II). Mar- 
tin L. Bell, Journal of Retailing, Fall, 1958, 
Pp- 154-164. [S.c.H.] 


Bell concludes his study of America’s only major 
attempt to establish full-scale, full-size, co-operative 
department stores by noting a complex set of causes 
for the experiment’s failure. Selection of poor loca- 
tions complicated the futile effort to sell stock 
(membership) in the Shirlington, Virginia, and 
Providence, Rhode Island, stores; failure to raise 
local financing contributed to the continued domi- 
nance of the Consumer Distribution Corporation 
(the sponsoring organization) which, in turn, mag- 
nified the personality conflicts between headquarters 
and local personnel and directors; inflation and then 
post-Korean deflation contributed to both consumer 
apathy and inventory losses; while merchandising, 
personnel and operating difficulties partly flowed 
from the other weaknesses and partly contributed 
to them. Finally, the factors that have always made 
the United States a poor market for co-operative 
retailing undoubtedly played a role in the venture’s 
collapse. 


The American Retailer—Subservient to the Public? 
Stanley C. Hollander, The Journal of Retail- 
ing, Fall, 1958, pp. 143-153. [S.C.H.] 

This is a review of the diverse, contradictory, and 
surprisingly inconclusive research available on the 
question: What attracts customers to particular 
stores? The conclusion seems to be that we know 
very little about patronage motives, but it is con- 
ceivable that people may regard most stores as in- 
strumental institutions for supplying merchandise 
rather than as depots for emotional gratifications. 


Tomorrow’s Management Must Create the Tech- 
niques to Break Through Present Consump- 
tion Barriers—and Look at Interurbia. John 
A. Logan, Food Business, October, 1958, pp. 
18-20. [J.s.w.] 


There are at least two pressing problems for the 
food industry. 

For one thing, the food industry is not doing 
quite as well as things seem to indicate. The tradi- 
tional pattern of 25 per cent of disposable income 


going for food purchases has been broken. At pres- © 
ent it stands at 22 per cent. 

The second problem deals with the movement 
toward Interurbia and the changes it will bring in 
consumer-buying habits and the merchandising 
techniques needed to tap this market. At present 
the United States contains fourteen vast markets 
which contain nearly one-half of oq country’s pop- 
ulation and account for more than one-half of its 
retail sales, while occupying only 4 per cent of the 
nation’s land area. By 1975 it is predicted that 60 
per cent of the population and 7o per cent of the 
retail sales will be accounted for in this Interurbia. 


23. SALES MANAGEMENT AND 
SALESMANSHIP 


From Sheer Nerve to International Success. R. G. 
Ehrlick, The American Salesman, November, 
1956, pp. 71-76. [S.J.s.] 

The biography of the business success of Max 
Hugel demonstrates the crucial role that American 
salesmanship can play in the development of inter- 
national markets. It symbolizes to a unique degree 
the kind of professional salesman for whom there 
will undoubtedly be a growing demand in the inter- 
national world into which we are fast moving. The 
answer to the interdependence of international 
markets certainly should not be economic aid for- 
ever going from one nation to another, but must 
rather be in the development of international trade 
in ways mutually advantageous to the nations and 
the peoples involved. 

Hugel, a University of Michigan major in Ori- 
ental languages and Asiatic economics, had been as- 
signed as an intelligence officer to Japan. Following 
the completion of his term of duty, he decided to 
stay in the country and capitalize on his under- 
standing of Japanese economics and the American 
market. After careful investigation of available 
products, Hugel picked the high-quality, low-priced 
Brother sewing machine. Lacking working capital, 
but having plenty of sales imagination, he called 
all potential customers in the United States—collect, 
counting on their curiosity about a call from Japan 
to get them on the phone. This daring telephone 
campaign sold the stipulated number of machines, 
and the impressed Brother Company gave him per- 
mission to organize an export division. From this 
shaky start, Hugel went on to build an American 
distributive organization which numbers approxi- 
mately 2,000 dealers competing successfully against 
Singer and other well-known American companies. 


How You Sell to a Latin American. Denos P. Mar- 
vin, The American Salesman, June, 1957, pp. 
71-75. [S.J-S.] 

While capital expansion and business revival are 
opening new markets everywhere throughout the 
South American, Caribbean, and Central American 
countries, many U. S. salesmen are failures at selling 
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Latin Americans due to complete ignorance of the 
people’s traditions and customs. Conversely, those 
salesmen who come to them with evidence of a 
desire to understand them, and to adjust themselves 
to their practices are received with hospitality and 
treated with graciousness and open-handed gener- 
osity. 

ry person desiring to make a career of selling in 
Latin America must take the pains to establish his 
knowledge of the following four essentials: 

(1) The language. Our Latin Neighbors expect 
those who come to do business with them to be 
prepared to do it in their language. They do not 
insist on flawless Spanish or Portuguese, but they 
do feel that one first sign of genuine interest in 
them and their affairs is to have a tongue-hold on 
the language. 

(2) The native customs. Each country has many 
individual customs. In general the salesman who 
calls a business prospect too quickly by his first 
name, or who is too friendly with the help, is not 
appreciated. The prospect appreciates, rather, the 
salesman who has time to talk to him a bit about 
the history and literature of his country. He is 
proud of his great men, and enjoys the flattery of 
having a North American admire their greatness. 

(3) Way of saying “No.” When it comes to saying 
no, the Latin American reverts to the reserve of the 
Indian. He is so steeped in his centuries of chival- 
rous tradition that he will wrap his no in all kinds 
of verbal ribbons and furbelows. It is up to the 
salesman to get the message. 

(4) Sense of time. Punctuality is no part of his 
politeness. The Latin prides himself on his complete 
emancipation from the tyranny of the clock. 


Ethical Firms Lead Drug Trade in Sales Gains. 
Drug Trade News, August 25, 1958, pp. 1, 20. 
[D.R.] 


A study of sales, costs, and earnings by fourteen 
different types of drug trade companies shows that 
the biggest sales increase earned last year over 1956 
was the 15 per cent gain recorded by manufacturers 
of “ethical” (restricted to prescription) drugs. 

Next biggest gain was 11.6 per cent—by manufac- 
turers of diversified drug products and toiletries, 
and by soft drink producers. 

The poorest sales performance was the 2.9 per 
cent increase shown by confectionery companies, 
followed by wholesale drug companies with 3.8 per 
cent. 

In addition to sales data, the report covers manu- 
facturing costs, earnings before taxes, taxes on earn- 
ings, and earnings after taxes for each of the four- 
teen groups of companies. 


The Twelve Personalities of Uncle Sam. Frank 
Kingdon, The American Salesman, Septem- 

ber, 1956, pp. 30-41. [S.J.s.] 
In spite of powerful unifying influences, the U. S. 
market breaks down into numerous regional markets 


on the basis of significant differences in living hab- 
its, accent, codes of conduct, and other local cus- 
toms. The writer describes twelve such distinct 
areas. 


26. STATISTICAL DATA 
Aerosol Statistics. Drug and Cosmetic Industry, 
June, 1958, pp. 749-751, 808. [D.R.] 

Reporting on the annual aerosol survey of the 
Chemical Specialties Manufacturers Association, 
Drug & Cosmetic Industry discloses that the total 
number of non-food pressure packages produced in 
1957 Was 339,491,000—an increase of 15.9 per cent 
over 1956 production. 

Personal products—including hair spray, shave 
lather, colognes and perfumes, and drugs—accounted 
for 51.7 per cent of the 1957 total. Most of the re- 
mainder consisted of household products such as 
insect sprays and coatings. 

Among the personal products packaged in aero- 
sols, 1957 production breaks down this way: 


Per cent 


Hair sprays 
Shaving lathers 
Colognes & perfumes 


Consumer Expenditures for Food. Marguerite C. 
Burk and Forrest E. Scott, Agricultural Mar- 
keting Series 281, reprinted from The Mar- 
keting and Transportation Situation, Agricul- 
tural Marketing Service, U.S.D.A., November, 
1958, pp. 19-28. [J.K.s.] 

Consumers in recent years have increased their 
expenditures for food, but they have spent a de- 
creasing proportion of their income for food. This 
relationship is shown by recent revisions in income 
and expenditures estimates of the U. S. Department 
of Commerce. This article describes estimates of 
expenditures for farm foods developed by the Agri- 
cultural Marketing Service and compares them with 
the Department of Commerce series of expenditures 
for all food. It discusses the factors affecting ex- 
penditures for food and the outlook for food ex- 
penditures. The farm-retail marketing bill and the 
total marketing bill for farm food products, esti- 
mated by the Agricultural Marketing Service, also 
are considered. 


28. TEACHING OF MARKETING 
Some Observations on the Business School of To- 
morrow. G. L. Bach, Management Science, 
July, 1958, pp. 351-364. [w.t.] 
Business schools should design curricula and 
teaching methods to train business leaders for the 
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world of tomorrow rather than for 1958. Thus the 
major changes which will take place during the 
next twenty-five years should shape curricula. 
Among business changes anticipated are: manage- 
ment will rely more on analysis and less on hunches; 
increasing emphasis will be placed on management; 
the manager’s status will become that of a co-ordi- 
nator; social responsibility of business men will 
loom larger. 

On the basis of these propositions a two-year 
M.B.A. program is developed, stressing administra- 
tive processes and organizational behavior, economic 
analysis, quantitative methods, and business en- 
vironments. The emphasis is placed on developing 
fundamental analytical tools rather than on applied 
fields of business such as marketing, production and 
finance. 

The teacher and teaching-method requirements 
as well as the application of this type of business 
administration program at the undergraduate level 
is discussed. 


29. THEORY OF MARKETING 


The Analysis of the Firm: Rationalism, Conven- 
tionalism, and Behaviorism. Julius Margolis, 
The Journal of Business, July, 1958, pp. 187- 
199. [S.C.H.] 

Traditional microeconomic analysis provides an 
inadequate model of business behavior because it 
assumes a non-existent supply of information and 
calculability of outcomes. A working model must 
make allowances for uncertainty, for convention and 
business memory as sources of decision rules, for 
acceptance of satisfactory profits consonant with a 
firm’s aspiration level as an objective, and for the 
consideration of alternatives in sequential form 
without exhaustion of all opportunities once a “sat- 
isfactory” solution is discovered. Margolis believes 
that break-even charts can provide useful indica- 
tions of the rules for managerial decision-making 
in the face of uncertainty, since the charts can 
demonstrate the risks involved in many choices. 


Greenhouses of Science for Management. Harry H. 
Goode, Management Science, July, 1958, pp. 
365-381. [W.L.] 


Marketing theorists concerned with the contribu- 
tions of behavioral sciences will be interested in 
this summary of the papers delivered at the Indus- 
try Program, University of Michigan, under the 
theme of “Industry and Human Beings in an 
Automatized World.” Featured is work being done 
in frontier research areas concerned with organisms 
as systems, reactions of groups, models of human 
preference, and exploration of human observation, 
detection and decision making. Summaries are 
given of the following papers: “General Systems 
Theory,” James B. Miller; “Organization Aspects of 
Human Behavior,” R. Likert; “Information and 


Human Language,” G. E. Peterson and H. H. 
Paper; and “Signal Detection,” T. G. Birdsall and 
W. P. Tanner. 


32. WHOLESALING 


Truck Jobber—Growing Force in Distribution. 
J. Sidney Johnson, Food Business, September, 
1958, pp. 26-27. [J.s.w.] 

This article is a writeup of a talk given before a 
recent convention of the National Food Distributors 
Association. The NFDA is a trade group which 
consists of 4,000 members whose 25,000 truck sales- 
men call on some 300,000 food stores and institu- 
tional buyers. While their total sales are greater 
than one billion dollars, individual sales at each 
store usually range between $10 and $15. 

A survey of supermarket operators revealed that 
truck jobbers were considered to be particularly 
useful in two instances: (1) for perishable items 
where truck salesmen service and rotate stock; (2) 
for gourmet foods, imported specialties, etc., which 
have limited sales volumes. 


33. UNCLASSIFIED 


Marketing Research Completed at Universities and 
Colleges, October, 1956-October, 1957. (Com- 
piled by Robert H. Cole.) 


ALABAMA, UNIVERSITY OF 


Alabama Business Research Council; Alabama's 
Manufacturing Economy; November, 1956; Ala- 
bama Business Research Council; free. 

Bennett, W. R.; A Laboratory Manual in Salesman- 
ship; 1956; Sales Training Development, Stand- 
ard Oil Co. of Indiana, Chicago 8, Illinois; $2.00. 

Lipson, Harry A.; “Profitable Buying For Small 
Retailers,” Small Marketers Aid No. 16; October, 
1957; Small Business Administration, Washington, 
D.C. 


AMHERST COLLEGE 


Hardy, Harold E.; Industrial and Related Aspects 
of Pioneer Valley in Western Massachusetts; De- 
cember, 1956; Industrial Committee, Pioneer Val- 
ley Association, Inc., Smiths Ferry, Holyoke, Mas- 
sachusetts; free. 


ARKANSAS, UNIVERSITY OF 


Bender, Lloyd, and Jackson, Hilliard; Bulletin 
#580, Seasonal Variations in Prices of Arkansas 
Farm Products; October, 1956; Arkansas Experi- 
ment Station. 

Meenen, H. J. and Berry, Calvin R.; Bulletin #592, 
Distributing Dairy Products Through Retail 
Stores in Arkansas; June, 1957; Arkansas Experi- 
ment Station. 
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BOSTON UNIVERSITY 


Alevizos, John P.; The Mt. Washington New Hamp- 
shire Survey; December, 1956; Boston University 
Bureau of Business Research. 


BRIGHAM YOUNG UNIVERSITY 
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The most important recent developments in the 
‘legal framework within which marketing must func- 
tion are reported under the topical outline pre- 
sented below. More detailed information about 
individual items may be obtained by reference to 
the source cited for each case. References to CCH 
‘are to the Commerce Clearing House Trade Regu- 
lation Reporter. 


TOPICAL OUTLINE OF CASE 
SUBJECT MATTER 


. REGULATION OF MONOPOLISTIC 
METHODS 
A. Market Control 
B. Collusive Practices 
C. Market Exclusion Tactics 


- REGULATION OF PRODUCT CHAR- 
ACTERISTICS 
A. Product Standards 
B. Product Quality 
C. Packaging and Conditions of Sale 


- REGULATION OF PRICE COMPETI- 
TION 
A. Price Discrimination 
B. Resale Price Maintenance 
C. Price Control (Minimum and Maximum) 
. REGULATION OF CHANNELS OF DIS- 
TRIBUTION 
A. Operating Features of Marketing Insti- 
tutions 
B. Relations Between Buyers and Sellers: 
Exclusive Dealing Arrangements, etc. 
- REGULATION OF UNFAIR COMPETI- 
TION 
A. Advertising 
B. Nonadvertising Promotional Methods 
C. Trade-Marks and Trade Names 


. PROCEDURAL AND MISCELLANEOUS 
DEVELOPMENTS 
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I. REGULATION OF MONOPOLISTIC 
METHODS 


A. Market Control 


1. United States v. Radio Corporation of Amer- 
ica, CCH 4 69,164 (D.C. S. N.Y., October, 1958). 
[K.J.C.] 


The suit which the Government initiated against 
the Radio Corporation of America in November, 
1954, charging the monopolization of the patent 
licensing business with respect to radio apparatus 
was settled by a consent decree on October 28, 1958. 
The Corporation was fined $100,000 in a companion 
criminal prosecution. 

The consent decree seeks to break up RCA’s dom- 
ination of the radio apparatus business by rendering 
harmless its vast arsenal of patents. The Corpora- 
tion is required to license royalty-free some ten 
thousand patents presently owned and to license at 
reasonable royalties those acquired within the next 
ten years. During that period, it is permitted to add 
to.its patents only by its own research—it may not 
purchase patents from others or seek exclusive li- 
censes. 

The decree provides for special treatment for 
color television patents. They are to be placed in a 
pool which is to license its members royalty-free. 
Other firms may join if they wish, but if they own 
relevant patents they must throw them into the 
pool as well. 

The decree forbids RCA to include restrictive 
provisions in the licenses it grants, to engage in 
block licensing or to condition a license upon .a 
grant-back of a license to it. The decree contains 
the usual requirement for the provision of coment 
information by the defendant at cost. 


2. American Crystal Sugar Company v. The 
Cuban-American Sugar Company, CCH 4 69,155 
(CA-2, October, 1958). [K.J.C.] 


In this decision interpreting Section 7 of the Clay- 
ton Act as it was amended in 1950, the Court of 
Appeals makes it clear that the test of illegality of 
a merger is not its impact on the competition be- 
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tween the acquired and acquiring corporations, but 
its impact on competition within the entire relevant 
market. In other words, it is the probable impact 
of the merger on the competitive situation within 
the industry that counts. Thus in reaching a deci- 
sion, a court must do the following: first, decide 
upon the relevant market, which involves a decision 
as to both the market-product and the market's 
geographical extent; second, analyze the nature of 
competition within that market and the probable 
effect of the merger upon it. 

Judge -Hincks, who wrote this decision, pointed 
out that before the 1950 amendment, Section 7 of 
the Clayton Act forbade stock acquisitions which 
might substantially lessen competition between the 
firms involved in the acquisition—a band which, in- 
terpreted literally, would have outlawed all mergers 
of competitors by the stock acquisition route. How- 
ever, in interpreting this Act the courts had sup- 
plied “a judicial gloss which forbade only a sub- 
stantial lessening of competition as measured in 
terms of the industry involved. . . . In effect, they 
softened the literal statutory test of illegality.” He 
implied that among the reasons for the 1950 amend- 
ment was the desire to make the test of illegality in 
the statute conform to the test employed in practice. 

An interesting but minor side-light in this de- 
cision was the Court's ruling that the competitive 
relationship between two products is to be measured 
not by the presence or absence of a price differential 
but by the sensitivity of the price for one product 
to price changes for the other product. This ruling 
was made in connection with the defendant's con- 
tention that beet and cane sugar were not fully com- 
petitive products as evidenced by the fact that a 
premium of 20 cents per hundredweight normally 
was paid for cane sugar. The Court’s ruling, of 
course, makes good economics. 


g. United States v. Maryland and Virginia Milk 
Producers Association, Inc., CCH 4 69,161, § 69,197 
(D.C. D.C., October and November, 1958). [K.J.c.] 


Although the Clayton Act and the Capper-Vol- 
stead Act, which sought to take agricultural co-op- 
eratives out of the scope of the antitrust laws, are 
forty-five and thirty-seven years old respectively, 
how much they accomplished is still far from clear. 
In this regard, the decisions of the District Court 
here reported are of some help. 

In his decisions in the Government's civil suit 
against the Maryland and Virginia Milk Producers 
Association, Judge Holtzoff finds that the above 
Acts have placed agricultural co-operatives outside 
the jurisdiction of the antitrust laws both as to 
their existence and as to their activities as long as 
they do not conspire with persons who are not pro- 
ducers of agricultural products and as long as their 
activities are confined to those in connection with 
agricultural products. They are, however, subject to 
Section 7 of the Clayton Act, at least in so far as the 


acquired corporation is not an agricultural co-op 
erative and hence is not entitled to exemption. 

The final conclusion of the Court was that the 
co-operative defendant in this suit had violated 
Section 7 by its acquisition of a milk distributor in 
Washington, D.C. which had secured its milk from 
independent (non-members of the co-operative) 
farmers. The acquisition of two other dairies, how- 
ever, was approved because they were hopelessly 
insolvent at the time. Although it is true that Sec- 
tion 7 does not explicitly exempt the acquisition of 
failing corporations, it does so by indirection, since 
the acquisition of a firm about to disappear can 
hardly result in lessening competition. 


B. Collusive Practices 


1. The Small Business Act, Public Law 85-536 
(July 18, 1958). [K.J.c.] 

The Small Business Administration created by the 
Small Business Act of 1953 has now been placed 
upon a permanent basis and its powers have been 
somewhat enlarged. 

Reiterating the policy of Congress to promote 
competition by encouraging small business, the 
Small Business Act continues the Small Business 
Administration as an independent agency. Small 
businesses are defined as firms which are not dom- 
inant in their field of operations and which are in- 
dependently owned and operated. In addition, the 
Small Business Administration may consider the 
number of employees and the volume of sales in 
setting up criteria to delimit its jurisdiction. 

The Small Business Administration is given the 
power to encourage small businesses in a number 
of ways, such as by making loans to firms not able 
to secure them otherwise, by participating with 
other lenders in such loans and by assisting small 
concerns to obtain Government purchase contracts 
as well as contracts for research, development and 
other matters. 

Co-operation among small businesses for various 
purposes is authorized and is given antitrust im- 
munity if approved by the Administration and by 
the Attorney General. For example, such firms may 
set up corporations to obtain raw materials and 
equipment on a co-operative basis and may band 
together to utilize or undertake research and to ex- 
ploit patents. 

The provision of the 1953 law extending antitrust 
immunity to collective agreements among small 
firms contributing to national defense and ap- 
proved by the President and the Attorney General 
is also continued. 


2. Amendment to Shipping Act of 1916, Public 
Law 85-626 (August 12, 1958). [K.J.c.] 
One of the most cartelized parts of the world’s 
economy is the international shipping industry. For 
many decades, the major water carriers have band 
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together in international cartels which have set rates 
and the terms under which the industry operates. 
American shipping lines participate in these cartels 
which are under the supervision of the Federal 
Maritime Board when they affect American com- 
merce. These supervised cartels were given a large 
degree of antitrust immunity by the Shipping Act 
of 1916. 

Among the common practices of these cartels, 
which the industry refers to as conferences, is the 
establishment of a system of dual rates, the lower 
schedule being applicable only to merchants who 
contract to ship their cargoes exclusively on vessels 
operated by conference members. This dual rate 
system has been one of the answers of the confer- 
ences to the competition of non-members. 

The dual rate systems of conferences operating 
within American jurisdiction are subject to the ap- 
proval of the Federal Maritime Board, and this ap- 
proval is frequently forthcoming. In spite of the 
tentative approval of the Board, however, the dual 
rate system employed by the Japan-Atlantic and 
Gulf Freight Conference was upset by the Supreme 
Court on May 19, 1958 when it found the practice 
to be a discriminatory device designed to stifle out- 
side competition. (Feceral Maritime Board v. Is- 
brandtsen Co., 78 S. Ct. 851.) Mr. Justice Frank- 
furter, who dissented, pointed out that by its ruling 
the Court “outlaws a practice that has prevailed 
among international steamship conferences for half 
a century, [and] that is presently employed by at 
least half of the hundred-odd conferences subject 
to Board jurisdiction. . . .” 

The decision of the Supreme Court has now been 
temporarily undone by Congress which has amended 
the Shipping Act to authorize the former practice 
of the shipping industry. This amendment makes 
legal until June 30, 1960 approved dual rate systems 
which were in existence on May 19, 1958, the date 
of the Supreme Court's decision. By extending tem- 
porarily the status quo, Congress hopes to avoid the 
confusion and litigation that would result from the 
Supreme Court's decision and to provide a period 
in which it may make a deliberate study of the 
merits of the dual rate system. 


3. Pittsburgh Plate Glass Company, et al. v. 
United States, CCH 4 69,157 (CA-4, October, 1958). 
[K.J.c.] 

Of the antitrust doctrines evolved by the courts 
in recent years, one of the most difficult to under- 
stand is that of consciously parallel action. Probably 
the most publicized application of this doctrine was 
in American Tobacco Company v. United States in 
which Mr. Justice Burton said: “No formal agree- 
ment is necessary to constitute an unlawful con- 
spiracy. . . . The essential combination or conspir- 
acy in violation of the Sherman Act may be found 
in a course of dealing or other circumstances as 
well as in an exchange of words.” (328 U.S. 781 


{1946].) The implication of this statement is, of 
course, that non-competitive behavior may be as 
damning in the eyes of a court as an agreement not 
to compete. 

Economic theorists have long believed that in an 
industry characterized by oligopoly (i.e., character- 
ized by a small number of relatively large firms), 
co-ordination of actions on prices and other mat- 
ters may come about spontaneously—without agree- 
ment among the firms concerned. For example, in 
today’s leading intermediate theory text we find 
the following: “Frequently . . . oligopoly involves 
spontaneous co-ordination rather than outright 
agreement. . . . Spontaneous co-ordination may in- 
volve adoption by various firms, without outright 
negotiation and agreement, of pricing practices com- 
parable to those agreed upon in situations of col- 
lusion. The firms may come, quite independently 
of any outright agreement, to accept the prices of 
one firm and adjust their own prices to figures set 
by this firm, or to adopt methods of price-setting 

. which lessen effective price competition.” (Due, 
John F., Intermediate Economic Analysis, 3rd Ed., 
p- 56). Such spontaneous co-ordination, it would 
seem, might come within the scope of Mr. Justice 
Burton's dictum, and no doubt there were those 
who felt that the doctrine of consciously parallel 
action might become a brake on such oligopolistic 
practices. 

Although there may have been a time when it 
seemed that spontaneous co-ordination would come 
under the ban of the doctrine of consciously paral- 
lel action, this result does not seem to have been 
achieved. In general, the courts have followed the 
rule that if business firms arrive at their policies 
by the independent exercise of business judgment 
there is no illegal conspiracy. This attitude has been 
manifested in a number of cases reported in this 
section, the most important of which was Theatre 
Enterprises, Inc. v. Paramount Film Distributing 
Corp. (74 S. Ct. 257 [1954]: reported July, 1954). 

The case here reported throws more light on the 
circumstances under which parallel action of busi- 
nessmen may result in an anti-trust conviction. The 
Pittsburgh Plate Glass Company and other suppliers 
of plate glass mirrors to the furniture industry had 
announced identical price increases within a period 
of three days. Most of the firms were found to have 
engaged in outright collusion. Pittsburgh, however, 
appealed its conviction on the ground that its par- 
ticipation in the conspiracy had not been shown. 
Although, according to the Court of Appeals, con- 
sciously parallel business behavior per se does not 
establish a violation of the Sherman Act, it was 
sufficient in this instance to sustain the conviction 
“in light of its apparent close connection with the 
climax of the conspiracy. . . .” Representatives of 
Pittsburgh had been present in Ashevilie, N. C. 
when the Mirror Manufacturers Association held 
their annual meeting at which the consniracy was 
spawned and had been advised by teiephone of the 
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decision of the other members of the industry to 
up their prices. 

The conclusion seems to be that something more 
than consciously parallel action usually must be 
present to secure an antitrust conviction. Some as- 
sist to promote the parallel action must have been 
given if guilt is to be established. How significant 
this development is depends upon whether the spon- 
taneous co-ordination of the text books is often as 
spontaneous as the authors pretend and how much 
of an assist the courts will tolerate before finding 
the culprits guilty. 


4: United States v. National Malleable and 
Steel Castings Co., et al. (October, 1958). [K.J.C.] 


The decision of the Federal District Court (N. 
Ohio) dismissing the Government's suit charging 
collusion by the railroad coupling industry, which 
was reported in this section, July, 1958, has been 
affirmed by the Supreme Court. The affirmation was 
not accompanied by an opinion. 


C. Market Exclusion Tactics 


Philco Corporation v. Federal Communications 
Commission, CCH 4 69,118 (CA-D.C., June, 1958). 
[K.J.c.] 

The use of a wholly owned television or radio 
broadcasting subsidiary by its owner to secure an 
economic advantage over competitors is a fact that 
may be considered by the Federal Communications 
Commission in deciding whether to renew the 
broadcaster's license and that gives injured com- 
petitors ground to protest such renewal before the 
FCC. That was the sense of a decision by a divided 
Court of Appeals concerning Philco’s effort to block 
the renewal of the National Broadcasting Corpora- 
tion’s licenses to operate its Philadelphia stations. 

The NBC is a wholly owned subsidiary of the 
Radio Corporation of America which competes with 
Philco in the sale of electronic equipment. Philco 
complained that RCA secured preferential publicity 
> from its NBC-owned broadcasting stations in vari- 
ous ways, such as by inserting the phrase “a service 
_ of RCA” during station identifications. Such an al- 
leged use of its ownership by RCA to secure an eco- 
nomic advantage over rivals was enough for a ma- 
jority of the Court to reach the decision summarized 
above. One judge, however, dissented on the ground 
that the issue involved was really the question 
whether public policy should permit a radio or 
television network to be owned by another business 
—a matter to be decided by legislative action. Ac- 
cording to this judge: “So long as such ownership is 
permitted, it would seem absurd to conclude that 
the owner could not advertise over his own facilities, 
though his competitors could do so.” The matter 
of payment for advertising time did not seem im- 
portant, since any payment would be out of one 
pocket and into another. 


Il. REGULATION OF PRODUCT 
CHARACTERISTICS 


B. Product Quality 


Textile Fiber Products Identification Act, Pub- 
lic Law 85-897 (Sept. 2, 1958). [H.D.0.] 


To correct abuses found to be widely prevalent 
in the textile industry, Congress has enacted a law 
to regulate the branding and advertising of textile 
fibers. The Act is to become effective March 3, 1960, 
after the Federal Trade Commission has approved 
rules and regulations necessary for its enforcement. 

According to the Textile Fiber Products Identifi- 
cation Act, products which contain textile fibers, 
natural or artificial, and which are intended for sale 
to ultimate consumers must be tagged or labeled to 
show: (1) the generic name of the fibers they con- 
tain (if the fiber is 5% or more of the total fiber 
weight of the product); (2) the percentage of each 
fiber present, and (3) the country of origin, if the 
fiber is imported. Advertisements of products hav- 
ing textile fibers must specify the same information, 
except for point (2). 

The law protects wholesalers and retailers who 
sell products which are misbranded or deceptively 
advertised, but do so without knowing the inac- 
curacy of the representations made for the products. 
The Act specifically states that no person shall be 
found guilty of a violation if he has received a 
guarantee concerning the representation from the 
manufacturer or processor of the item, provided the 
manufacturer or processor is American. 

The Federal Trade Commission is given jurisdic- 
tion to enforce the Act. Violation is stated to be an 
unfair trade practice and, in most instances, a mis- 
demeanor, punishable by up to one year in prison 
and a fine of $5,000. 


Ill. REGULATION OF PRICE 
COMPETITION 


A. Price Discrimination 
Public Law 85-909 (September, 1958). [A.1.D.] 


Unfair methods of competition by packers came 
under the jurisdiction of the Federal Trade Com- 
mission until 1921. Then the Packers and Stock- 
yards Act put packers under the control of the Agri- 
culture Department. Jurisdictional problems for the 
Commission resulting from this legislation have be- 
come more bothersome in recent years. The F.T.C. 
has been hampered in dealing with such firms as 
vertically integrated grocery chains which purchase 
livestock for slaughter or manufacture meat food 
products. The Commission found it could not act 
against discriminatory practices involving such firms 
because they were technically packers. And if a 
wholesale grocer owned a small packing plant on 
the side and sold roasts and cabbages to the same 
supermarket chain at favorable discriminatory 
prices, the jurisdiction of the Commission would 
be questioned. 
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In light of ‘this jurisdictional never-never land, 
the Federal Trade Commission has been urging 
Congress to act. It has sought control over all mar- 
keting operations, including meat and meat prod- 
ucts offered for sale, and over all competition at the 
retail level. The Department also has felt that it 
must maintain control at all levels as essential to 
the regulation of competition in livestock and 
poultry. 

Now Congress is attempting to define the juris- 
dictional boundaries by legislation amending the 
Federal Trade Commission Act and the Packers and 
Stockyards Act. The F.T.C, is given jurisdiction over 
oleomargarine and over retail sales of meat and 
poultry products. In addition, the Commission is 
given jurisdiction over non-retail transactions in- 
volving these products when its power over retail 
marketing would otherwise be impaired. However, 
an attempt is made to prevent the duplication of 
the Agriculture Department's efforts in the latter 
situation. 

The new legislation would seem to free the Com- 
mission from the shackles it has been under in deal- 
ing with discrimination involving firms with inci- 
dental packing connections. Some new chain store 
prosecutions may now be expected. 


B. Resale Price Maintenance 


1. Kinsey Distilling Sales Co. v. Foremost Liquor 
Stores, Inc., CCH 4 69,194 (Illinois Supreme Ct., 
November, 1958). 


Johnson and Johnson v. Narragansett Wiping 
Supply Co., CCH 4 69,195 (Rhode Island Superior 
Ct., November, 1958). [A.T.D.] 


Two more states here remain in the ranks of the 
fair traders, one on the basis of legal analysis and 
the other merely on the basis of precedent. 

The Illinois Supreme Court holds that the non- 
signer clause of the state’s fair trade legislation does 
not constitute an illegal delegation of price fixing 
powers to private persons and does not violate the 
due process clause of the state’s constitution. Non- 
signers assent to fair trading by implication when 
they knowingly handle fair traded goods, and if 
they cut prices without such knowledge they may so 
assert in defense of their actions. 

One unusual argument is raised by defendants, 
who take the position that fair trade contracts are 
unenforceable because they lack mutuality in that 
they weight the retailer with all the burdens and 
restrictions of fair trading. While this argument 
represents a worthy challenge for those who con- 
tend that fair trade is justified on the basis of the 
protection of manufacturers’ goodwill, the Court 
here refutes it. It holds correctly that retailers do 
benefit from firm minimum price supports and from 
freedom from unfair competition. More question- 
ably it holds that the retailer also benefits from 
prompt notice of changes in minimum prices which 
are inherent in a competitive economy. 


While this Illinois decision does not extend the 
trend against fair trade, it is consistent with recent 
cases in that the decision of the lower court is up- 
held. 

The Rhode Island Superior Court upholds the 
state’s Fair Trade Act without analysis. The Court 
notes its awareness of the constitutional conflict in 
many states. Yet it is the general opinion of the 
state’s bar that the Act is constitutional and the 
Superior Court has always held it to be so. The 
Rhode Island Supreme Court has never decided the 
matter, though it once did assume the constitu- 
tionality of the Act. Unless there is a contrary 
opinion from that Court, long established practices 
will be adhered to. 


2. Calvert Distillers Co. v. Wish, CCH 4 69,130 
(CA-7, September, 1958). [A.T.p.] 


Here Calvert fails to secure injunctive relief 
against non-signer retail liquor dealers price cutting 
of fair traded products. Following the lead suggested 
by the Seagram case discussed in this section in the 
April, 1958, issue, the retailers questioned the exist- 
ence of damages of $3,000 requisite to the assump- 
tion of jurisdiction by the federal courts. Here the 
District Court is upheld in its finding that Calvert 
failed to prove sufficient damages. Calvert could not 
prove any past damages, and its arguments as to 
prospective future damages were so speculative and 
uncertain as to be unconvincing. This reasoning will 
provide another hurdle for fair traders, for are 
prospective damages to manufacturers from retail 
price cutting ever anything but speculative and re- 
mote? 


C. Price Control (Minimum and Maximum) 


State of Kansas v. Consumers Warehouse Mar- 
ket, Inc., CCH 4 69,133 (Kansas Supreme Ct., Au- 
gust, 1958). [A.T.D.] 


Here the general constitutionality of the Kansas 
Unfair Practices Act, which prohibits sales below 
cost, is upheld under the police power. It does not 
matter whether the industry or commodity involved 
is affected with the public interest. The question is 
rather whether the problem is subject to control for 
the public good or welfare. On this basis the mini- 
mum price legislation is a reasonable means to a 
constitutional end. 

A provision that purchases not justifiable under 
prevailing market conditions cannot be used in de- 
termining cost is, however, unconstitutional. Com- 
petitors might well in all honesty reach different 
conclusions concerning prevailing market condi- 
tions. A judge might disagree with the conclusions 
of a firm, but his judgment would not necessarily 
be the more accurate. Moreover, no standards for 
making the judgment are provided. In short, this 
provision is so uncertain and indefinite as to be un- 
reasonable and arbitrary. Yet it is separable from 
the rest of the Act, and the basic prohibition against 
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sales below cost, including minimum prescribed 
markups, is upheld in Kansas. 


IV. REGULATION OF CHANNELS 
OF DISTRIBUTION 


B. Relations Between Buyers and Sellers: 
Exclusive Dealing Arrangements, etc. 
Tampa Electric Co. v. Nashville Coal Co., CCH 
69,188 (D.C.M.D. Tenn., November, 1958). [A.T.D.] 


Tampa Electric Co. contracted to purchase from 
one source all coal requirements for one large 
power station for a period of twenty years. The size 
of the contract was such that it was estimated that 
in a very few years it would call for more coal than 
is now being consumed in the whole state of Florida. 

The Court admits that the contract was volun- 
tarily accepted by the two parties involved as mu- 
tually desirable and is presumably economically ad- 
vantageous. However, the legal rather than the 
economic merits of the contract are at issue. Section 
3 of the Clayton Act is violated, for the require- 
ments contract involves such a large amount of coal 
and extends over such a long period that competi- 
tion in a line of commerce is substantially lessened. 

Arguments to the contrary are turned down one 
by one. It is true that other coal may be used for 
Tampa's other plants, but the contract covers all 
presently known needs. It is true that Tampa may 
use oil, but this is a different line of commerce. It 
is true that by encouraging coal usage in this man- 
ner competition with oil may be increased, but 
other coal suppliers who could serve the market 
are excluded from it. It is true that the seller does 
not dominate the market, but market dominance is 
a Sherman Act, not a Clayton Act, test. In short, 
the size and extent of the contract make it irrecon- 
cilable with the Clayton Act. 


VI. PROCEDURAL AND MISCEL- 
LANEOUS DEVELOPMENTS 


1. Radiant Burners, Inc. v. American Gas As- 
sociation, et al., CCH 4 69,173 (D.C. Ill., October, 
1958). 

W. W. Youngson, Jr., et al. v. Tidewater Oil 
Company, CCH 4 69,151 (D.C. Oregon, September, 
1958). [H.D.0.] 

Proof of injury to the public has long been 
recognized as an essential element of the govern- 
ment’s case under the Robinson-Patman Act, Sec- 
tion 2(a). There has been some doubt recently 
whether a private party seeking treble damages for 
a claim of price discrimination was also required to 

' show injury to the public or whether an allegation 
of injury to himself, as competitor and plaintiff, 
was sufficient. That question appears now to be 
settled with some finality. The United States Dis- 
trict Court for the Northern District of Illinois has 
stated flatly: “The primary purpose of (the Anti- 


Trust) laws is to protect the public; the private’ 


remedy of triple damages is incidental to that pri- 
mary objective.” Although this is the voice of a 
lower court, it is in line with several other recent 
decisions and is likely to be upheld on review. 
(Radiant Burners case.) A stiffening attitude on the 
part of the courts towards treble damage suits in 
general, whose number has been increasing rapidly 
during the past three years, was evidenced in an- 
other significant decision. In the Youngson case, the 
District Court for Oregon held that it was not 
sufficient for a plaintiff alleging price discrimination 
to state that he lost business as a result of having 
to pay a higher price for goods than his competitors. 
He must also be ready to prove that the business 
which he lost was actually diverted to those of his 
competitors who received the preferential price from 
the supplier. 


2. Surf Sales Company v. Federal Trade Com- 
mission, CCH § 69,153 (CA-7, October, 1958). [H.D.0.} 


The most common remedy of the Federal Trade 
Commission is to issue a cease and desist order 
against a respondent found guilty of violating any 
of the laws within the jurisdiction of the Commis- 
sion. Where the guilty party is a corporation, it 
has been the practice to name in the order not only 
the corporation itself but also its main officers. This 
prevents circumvention of the injunction by the 
officers through the simple device of dissolving 
the existing corporation and forming a new one. 
The courts recently extended this principle slightly. 
In Surf Sales Co. v. FTC, the District Court decided 
that a cease and desist order may be issued against 
any person, irrespective of his title or official status, 
who in fact has “direct” and “sufficient” contro} 
over the respondent's policies. Thus, a person who 
acted as if he were in charge of corporate affairs, 
although he possessed no title, was held to be a 
proper person to be named in the cease and desist 
order handed down by the Commission. 


3. Melrose Distillers, Inc., et al. v. United States, 
CCH 4 69,129 (CA-4, August, 1958). [K.J.c.] 

In those states, such as Delaware and Maryland, 
which provide for the continuation of corporations 
after dissolution with respect to legal actions, suits 
and proceedings, the dissolution of a corporation 
after indictmeyt does not wipe out a pending crimi- 
nal prosecution. That is the decision of the Court 
of Appeals wldch ruled against the contention that 
the words “action, suit, or proceeding” embraced 
only civil actions. To rule otherwise would clear 
the way for the evasion of the consequences of 
corporate wrong-doing by the simple device of cor- 
porate suicide. This decision, the Court admitted, 
ran contrary to some previous rulings by other 
courts which had interpreted the language in ques- 
tion in the narrow manner espoused by the defend- 
ants. So this issue would appear to be unsettled 
pending an interpretation by the Supreme Court 
which has granted certiorari. 


( 


Book Reviews 


S. Watson Dunn, Editor 


PRICING IN BIG BUSINESS, by A. D. H. 
Kaplan, Joel B. Dirlam, and Robert F. 
Lanzillotti. (Washington, D. C.: The 
Brookings Institution, 1958. Pp. xiv, 344. 
$5.00.) - 

The whole field of pricing—as Winston 
Churchill once remarked about Russia—has 
long been “a riddle wrapped in a mystery in- 
side an enigma.” This book—the end-product 
of a carefully planned and skillfully executed 
study—should help students of marketing pene- 
trate the veil of secrecy that has surrounded the 
subject. For by means of personal interviews 
with executives of twenty blue-chip corpora- 
tions in a dozen major product fields, the au- 
thors have sought to determine just how pricing 
policies are established and administered in a 
representative cross-section of leading Ameri- 
can companies. 

As an extension in depth of one aspect of a 
larger study regarding the place of the large- 
scale enterprise in the structure of the economy, 
this book is a timely and unique contribution 
to the steadily growing body of knowledge 
about marketing practice (as contrasted with 
and related to marketing theory). This reflects 
the fact that the authors have so carefully 
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structured what they learned about each par- 
ticipating company before attempting to de- 
velop the generalizations they were seeking to 
establish. 

For any marketing executive who is con- 
cerned with improving profit results, perhaps 
the most significant finding of the authors is 

“that most companies doubted they could raise 
their profits in the long run by changing their 
pricing policies.” If true, this perhaps explains 
the relative lack of interest that most companies 
have shown to date in pricing research. 

The book is organized in two parts. Part I 
presents the case materials from three different 
viewpoints. 

Chapter 1 describes the pricing of eleven 
selected products (steel, aluminum. meats, auto- 
mobiles, consumer appliances, industrial elec- 
trical equipment, farm machinery, gasoline, cel- 
lophane and nylon, organic chemicals, and in- 
dustrial gases and related apparatus). For those 
who are interested in the practical considera- 
tions that influence marketing strategy in spe- 
cific situations, this chapter contains a wealth 
of information not previously assembled in 
any one volume. Every effort has been made 
to cull out irrelevant details while presenting 
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those facts necessary to understand the basic 
pricing problems in each field. 

In Chapter 2 the reporting companies are 
grouped into five categories according to the 
primary goal of their pricing policy. These five 
goals—as defined by the authors—are: (1) achieve 
a target return on investment, (2) stabilize 
price and margin, (3) maintain or improve mar- 
ket position, (4) meet or follow competition, and 
(5) capitalize on product differentiation. This 
chapter not only provides a number of inter- 
esting insights into the attitudes and habits of 
the participating companies, but also indicates 
clearly the need for extreme care in interpreting 
the pricing practices of any company without a 
thorough understanding of the competitive 
climate in which it must operate. 

Chapter 3 describes the procedures followed 
by thirteen of the companies in administering 
their pricing policies. This report shows clearly 
that responsibility for pricing decisions can be 
effectively assigned in many different ways de- 
pending on the nature of the business. It also 
reflects the trend towards decentralization of 
pricing responsibility that has accompanied the 
shift from a “functional to a divisional or prod- 
uct-based structure.” 

Part II presents an analysis and interpretation 
of the findings under two major headings. 

Chapter 4 deals with the major influences on 
pricing policies in big business. These influ- 
ences are defined by the authors as: (1) character 
of the product, (2) interdependence of product 
mix, (3) market objectives, (4) anti-trust laws, 
and (5) pricing leadership. In a discussion of 
price leadership, the authors define administered 
pricing as “systematic pricing’ and then report 
that one executive contended that “an admin- 
istered price, such as the tank wagon price of 
gasoline, is in fact a device for approximating a 
market equilibrium.” 

Chapter 5 discusses the influence of company 
size on pricing authority. One of the conclusions 
developed in this chapter is that “size seems to 
be uncorrelated with pricing independence for 
many of the firms.” Another significant con- 
clusion is that “price stability is, in the final 
analysis, a consequence of an elastic, that is, 
manageable, supply”, and that “commodities 
with the least elastic supply have less rigid 
prices.” Thus, “the crucial factor in setting a 
price that appreciably influences the market is 
the degree of control exercised over supply in a 
given market.” 

One of the difficulties that the authors had 
to face in conducting the interviews on which 


the book is based is the fact that any company 
which is in a position to exercise price leader- 
ship must be constantly alert to the possibility 
of being challenged by those responsible for 
administering federal laws intended to control 
the use of pricing as a competitive weapon in 
restraint of trade. For fear that what they say 
may some day be used against them in court, 
many company executives are inclined to be ex- 
tremely reticent about their pricing practices. 
The very fact that so many of the participating 
companies were willing to “open the books” on 
their pricing practices would suggest that in- 
formed executives are becoming aware of the 
need to establish a better rationale for their 
pricing policy decisions. 

In this connection, it is interesting to note 
that the subject of pricing research was not in- 
cluded in the original scope of the study. Thus, 
the book does not cover the basic question, 
“What experiments have the subject companies 
been conducting to determine ways of improv- 
ing their pricing policies?” Perhaps this omis- 
sion stems from the commercial value of such 
experimentation. 

In conclusion, this is a book that both mar- 
keting executives and marketing teachers should 
find well worth the time to read. 


CHARLES W. SMITH 
McKinsey & Company, Inc. 


CASE IN 


MARKETING STRATEGY, by 
Harper W. Boyd, Jr., Richard M. Clewett, 
and Ralph Westfall. (Homewood, Illinois: 
Richard D. Irwin, Inc., 1958. Pp. xiv, 239. 
$4-75-) 


Cases in Marketing Strategy, in the words of 
the authors, is “especially designed for use in 
basic marketing courses.” It makes a substantial 
contribution toward fulfilling a need only 
partially met by such volumes as Cannon and 
Wichert,! Lockley and Dirksen,? and the various 
volumes in the Harvard Business School series. 
Teachers of the beginning course in marketing 
long have felt the need for short, concrete cases 
to supplement their discussion of principles and 
methods and to improve the analytical capacity 
of their students. Although the Harvard cases 
have been widely used for this purpose, it is no 


*J. T. Cannon, and J. A. Wichert, Marketing: 
Text and Cases (New York: McGraw-Hill Book 
Co., 1953). 

*L. C. Lockley, and C. J. Dirksen, Cases in Mar- 
keting (New York: Allyn & Bacon, 1954). 
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secret that many of them were, and are, un- 
suited to beginning instruction at the under- 
graduate level. And when used by instructors 
untrained in “the case method,” the results 
often have proved unhappy both for the student 
and the teacher. It is refreshing, therefore, to 
find a group of cases chosen to meet the needs of 
this group and cut to a pattern which fits several 
of the “standard” textbooks in the marketing 
area. 

Cases in Marketing Strategy, following a 
brief introduction on the use and analysis of 
cases, is divided into eight sections as follows: 


Section 1. Nature and Scope of Marketing—2 
cases 

Influence of the Market and Mar- 
keting Decisions—g cases 


Section 2. 


Section g. Product and Product Line—7 cases 
Section 4. Channels of Distribution—1g cases 
Section 5. Selling and Advertising—14 cases 


3- 
4: 
5- 
Section 6. Pricing—7 cases 
Section 7. Legislation—13 cases 
Section 8. Marketing Program—6 cases 

Each section, with the exception of number 7, 
is divided into consumer and industrial goods. 

In selecting the cases to be included, the au- 
thors employed five criteria during their several 
years of experimentation at Northwestern Uni- 
versity. In their judgment cases should: (1) gen- 
erally cover the same aspects of marketing as 
some of the basic textbooks with which they 
would be used; (2) be relatively short and 
simple; (3) be analytical in nature and require 
knowledge of marketing principles to arrive at 
meaningful solutions; (4) incorporate recent 
important developments in marketing; and (5) 
emphasize the interrelationships (and interde- 
pendence) among the marketing and nonmar- 
keting activities of particular firms. 

In the judgment of this reviewer, the authors 
have accomplished their objectives well, with the 
result that the collection of cases should con- 
stitute a most useful teaching instrument in the 
basic marketing courses. The individual cases 
are brief, well organized and presented; the 
questions at the end of each case are clear and 
appropriate; and the emphasis on problems of 
current significance is commendable. Properly 
used, they should introduce the student to the 
case method and aid in developing his analyti- 
cal powers. 

Despite its good qualities, it is the considered 
judgment of this reviewer that the usefulness of 
Cases in Marketing Strategy would be even 


greater had the following suggestions been in- 
corporated: 

(1) A somewhat broader coverage and better 
balance between consumer and industrial goods 
and among the eight topical sections would 
appear advisable. For example, Section IV 
(Channels of Distribution) includes 19 cases, 16 
of which deal with consumer goods. Section VI 
(Pricing) on the other hand, has 7 cases, only 
2 of which involve consumer goods. But Section 
VII (Legislation) has 5 cases devoted to price 
discrimination. 

(2) Cases might be arranged in different order 
for pedogogical reasons. Using pricing as an 
illustration, it would seem advisable to start 
with price determination, move into price pol- 
icies which contribute to price discrimination 
and price cutting, and then consider various 
aspects of the price maintenance problem and 
other legislative matters. 

(3) A few additional cases emphasizing mar- 
keting research might be included to better fa- 
miliarize students with the uses and problems 
involved in this activity and stress its impor- 
tance. 

(4) Additional cases in wholesaling, particu- 
larly those related to consumer goods, would be 
helpful. 

Finally, the reviewer wonders why the word 
“strategy” is included in the title of the book. 
Two questions, among others, come to mind. 
Since all marketing problems involve strategical 
considerations of various types, why is it neces- 
sary to emphasize the “strategy” angle in the 
title? And, if we include “strategy” in the title, 
why is not greater stress placed throughout the 
volume on the strategical moves so vital to the 
success of the marketing program? 

On balance, Cases in Marketing Strategy 
meets a real need in the basic marketing course 
through providing valuable supplementary ma- 
terial useful in acquainting students with cur- 
rent business practices and developing their 
analyticai skills. ' 
DELBERT J. DUNCAN 
University of California 


CONSUMER BEHAVIOR, edited by Lincoln 
H. Clark. (New York: Harper & Brothers, 
1958. Pp. viii, 472. $6.50.) 

The new marketing concept declares that it 
is the consumer, not the producer, who calls 
the shots. Management, therefore, is becoming 
consumer-oriented; it is seeking a better under- 
standing of the market. Any book which pro- 
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vides good insights into consumer behavior 
within a marketing context must, of necessity, 
be valuable to the marketing man. This volume 
is no exception. 

There is much here that is worth-while, even 
for the busy executive. Many of the contribu- 
tions are thoughtful and original. But, as with 
many compendiums—for this is a compilation 
of papers—the volume is uneven. 

The business executive or marketing man will 
find the series of articles on consumer accept- 
ance of product innovations, which forms the 
bulk of Part One, interesting and often stimulat- 
ing. Most of these were presented at the 1955 
Conference of Consumer Behavior Inc. How- 
ever, he probably will find little to interest him 
in Part Two, which deals primarily with con- 
sumption and saving in unindustrialized coun- 
tries, and with trend data for the U.S. This 
collection of papers, presented at the National 
Bureau of Economic Research's 1955 Conference 
on Consumption and Economic Development, 
should find its primary audience among persons 
with specialized training in the field of eco- 
nomics. 

Secondly, the ordering of the papers—even 
within the artificial division labeled Part One 
—may discourage reading of this volume. This 
reviewer, therefore, will attempt to guide the 
reader through these contributions in what 
seems a natural progression: from theoretical 
discussions of innovation, to the role of mar- 
keting research in the development of new 
products and innovations. 

The volume might well have opened with 
Harvard Professor Samuel A. Stouffer's excel- 
lent paper, “Sociological Factors Favoring In- 
novation.” For it is, in effect, an introduction 
to that aspect of consumer behavior around 
which this volume centers: the desire for change. 
Stouffer shows how the culture of this country 
favors product innovation, building his case 
around four main groups of factors related to 
individualism and change: ideological, geo- 
graphical and technological factors, together 
with purchasing power based on productivity. 

In his stimulating “Comments” on Stouffer's 
paper, Irving Schweiger contrasts these soci- 
ological factors which encourage experimenta- 
tion and individualism with those encouraging 
conformism-a lessening of differences among 
consumers in terms of capacity and taste. A 
combination of the two—“‘dynamic conformism” 
—is needed to create mass markets for new and 
improved products: “Without a certain measure 
of individualism,” Schweiger states, “it would 


be extremely difficult to persuade consumers to 
. try new things. Without a goodly measure 

of conformism, there is small chance of estab- 

lishing the new product on a mass basis.” 

Wroe Alderson sets the stage for discussions 
of the marketing problems revolving about new 
product development, in “Consumer Reaction 
to Product Innovation.” With a somewhat for- 
midable approach, he classifies the reasons for 
the purchase of new or improved products, and 
discusses specific purchase situations. 

David Riesman and Eric Larrabee, in “Autos 
in America”—written specially for this book— 
present in interesting fashion the complexities 
of predicting consumer behavior with regard to 
automobiles. Warning that “mass taste no less 
than class taste is subject to satiety,” they ad- 
vise “that any business enterprise dependent on 
style must maintain a watchful and sympathetic 
espionage over the impulses of intellectuals and 
other deviants.” By implication, they emphasize 
the points made elsewhere in this volume re- 
garding the development of a mass market as 
dependent upon both individualism and con- 
formism. “A minority is essential to the auto 
industry,” the authors state, “inasmuch as a 
fashion, once it is accepted by everybody, is no 
longer a fashion but is on its way out.” The 
process must start again with what was formerly 
a minority taste. 

In discussing the probable future place of 
the car in American life, Riesman and Larrabee 
express the belief that the symbolic meaning of 
the automobile in American life has changed. 
“We must see the car market as reflecting the 
country’s own economic and social development 
in which millions of previously underprivileged 
people have been making enough money to be- 
come neophyte consumers, while smaller num- 
bers of people have now had money enough to 
become more sophisticated, ‘tasteful’ consum- 
ers.” The authors make the significant point 
that “Market research seldom has a chance to 
follow people in this trajectory over time, so 
that efforts to study consumer preferences can 
hardly help concentrating on the growth for 
large cars, and extrapolating from this growth, 
while neglecting those buyers, small in numbers 
but growing, who were beginning to find in 
things other than cars, and activities other than 
driving, their ties to self and society.” 

Eva Mueller’s paper, “The Desire for In- 
novations in Household Goods,” carries the 
individualism-conformism concept of mass mar- 
keting one step further. While most of those 
who are “innovation-minded,” according to Miss 
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Mueller’s definition, are not “pioneers’”—people 
whose personalities or basic living patterns re- 
quire that they be the very first to own new 
goods—they become interested in the new prod- 
uct before it attains widespread acceptance. 
Drawing on national cross-sectional studies con- 
ducted by the Survey Research Center, Miss 
Mueller suggests that innovation-mindedness is 
associated with optimism, positive aspirations, 
perhaps also upward mobility. Nevertheless it 
is not a fixed personality or social pattern of the 
individual. On the basis of empirical research, 
she describes the opinion leaders in household 
goods innovations as people in the middle in- 
come brackets as well as among the well-to-do, 
who view their financial progress favorably and 
therefore are in a frame of mind to upgrade 
their standard of living. 

Alfred Politz and A. C. Nielsen, Jr. describe 
the contributions of market research to the de- 
velopment of new products. The reader who 
previously has been exposed to these leaders in 
their field will feel that he has heard most of it 
before (and with recognizable plugs for their 
respective services). Yet, scattered throughout 
these two papers are some interesting thoughts. 

In discussing “Consumer Product Acceptance 
Rates,” for example, Nielsen wisely points out 
what top management often overlooks: that 
the responsibility for new product success lies 
with the Market Specialists, and not with the 
engineering staffs or with the efficacy of the 
products they have designed. Marketing re- 
search must be creative, Nielsen says. It must 
precede product research. It must take on the 
functions of determining what markets are 
worth getting into, and developing specifications 
concerning what types of products are wanted in 
these markets. 

Politz, too, points out that, as all scientific 
progress is characterized by creativeness and 
imagination, so is all productive consumer re- 
search. In “Product Changes and Consumer Re- 
actions,” he notes that consumer behavior is 
the end result of “a very complicated set of 
psychological and mechanical causes . . . vary- 
ing in strength and degrees of controllability,” 
rather than explainable by a single “reason 
why.” Politz also points out the danger of doing 
what research shows the consumer thinks should 
be done, differentiating sharply between con- 
sumer opinions or preferences and consumer 
behavior. Similarly, between advertising which 
is remembered, admired or liked, and advertis- 
ing which makes the product remembered, liked, 
and thereby bought. 


James N. Morgan’s “Review of Recent Re- 
search on Consumer Behavior,’ which con- 
cludes Part One of this volume, provides an ex- 
cellent over-view of the problems involved in 
studying consumers’ use of their time and 
money—in effect, defining the parameters of 
consumer behavior research. A major contribu- 
tion of this paper is Morgean’s partially success- 
ful attempt to place the research in perspective, 
to provide a framework into which the contri- 
butions of the various behavioral science dis- 
ciplines and of advertising and market research 
can be fitted. He relates to a diagram of the 
decision-making process a number of theories 
of behavior and areas of ongoing research—such 
as reference-group behavior, social and eco- 
nomic mobility, status needs, theories of per- 
ception, learning, personality and the like. The 
areas of actual current research on consumers 
are somewhat arbitrarily categorized into ten 
major types, partly on the basis of different 
theories and different methods. The lengthy 
bibliography of empirical research—which alone 
may make the purchase of this volume worth- 
while for many marketing people—was gathered 
from a wide variety of sources. The one thing 
in common is the fact that “each contains at 
least some observational or factual information 
about consumer attitudes, expressed preferences, 
or behavior in the use of their time and money.” 

Through Morgan’s “Review,” and through a 
careful reading of the entire volume, the mar- 
keting man should gain further understanding 
and insight into relevant consumer behavior. 
Equally important, perhaps, he should gain an 
understanding of how the behavioral science 
disciplines—economics, sociology, psychology, 
anthropology, social psychology—may contrib- 
ute toward the solution of his problems. 


BABETTE KASS 
Young & Rubicam, Inc. 


SALESMANSHIP PRACTICES AND PROB- 
LEMS, by Bertrand R. Canfield. (New 
York: McGraw-Hill Book Company, Inc., 
1958. Pp. 573- $6.50.) 

MODERN SALESMANSHIP: PRINCIPLES 


AND PRACTICES, by Edwin Charles 
Greif. (Englewood Cliffs, New Jersey: 


Prentice-Hall, Inc., 1958. Pp. 550. $6.75.) 


Canfield’s text, first published in 1940, has 
been largely rewritten and reorganized. Under 
the new arrangement the student is introduced 
immediately to the practical problems of lo- 
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cating and qualifying buyers, planning sales 
presentations, securing interviews—and the en- 
tire gamut from opening the sales presentation 
to closing the sale. Each of the 22 chapters is 
followed by a list of questions. 

New chapters include meeting competition, 
selling to industry, selling to ultimate consum- 
ers, and a salesman’s public relations. 

Mr. Canfield stresses the professional aspects 
of selling and draws a comparison flattering to 
the present-day salesman who sells by serving, 
as opposed to the type best exemplified by Willy 
Loman in Arthur Miller’s “Death of a Sales- 
man.” 

Yes, selling can be glamorous and it can be 
conspicuously gainful, but it isn’t as easy as Mr. 
Canfield makes it out to be. Through a series of 
simulated conversations between salesman and 
buyer he illustrates in nearly every chapter how 
a salesman can put over his talking points and 
secure the desired action. 

One such knocking-over-a-straw-man inter- 
view has as characters the representative of “a 
well-known manufacturer of automobile tires 
and accessories and the owner of a garage and 
service station located in a suburban community 
in the Middle West.” 


Salesman: Hello. I'm Bill Hahn of Conti- 
nental Tire. How's business? 

Buyer: Rotten. 

Salesman: Sam Colburn over in Hackettstown 
suggested that I drop in and see you. He 
has carried Continentals for several years 
and is very enthusiastic about our retail 
merchandising program. 

Buyer: I’m not interested. 

Salesman: (Showing buyer advertising port- 
folio) Here is our new snow tire advertis- 
ing campaign. These attractive mailing 
cards are prepared by our advertising 
agency and sent to you by our advertising 
department, imprinted with your name and 
address, ready for stamping and mailing to 
your customer list. Sam Colburn has used 
this series and tells me it has increased his 
snow tire business 20 per cent. They are 
just the thing you need to stimulate your 
winter sales. 

Buyer: How much? 


This reviewer says it did not happen that 
easily. In case Mr. Canfield protests that this 
interview quote is not typical, we could produce 
many others equally unconvincing. 

But those simulated interviews do not spoil 
the book, and will not be spotted as obvious 


phonies by students or instructors who have 
never done field selling. For what it sets out to 
do—show salesmen how to handle face-to-face 
selling situations—it is an admirable text. It 
makes no pretense of going beyond personal 
selling in the field. 

(The author has taught college courses in 
salesmanship for the past twenty years, and is 
director, distribution division, Babson Institute 
of Business Administration.) 

Modern Salesmanship; Principles and Prac- 
tices is another book by a college teacher (Mr. 
Greif since 1950 has been associate professor of 
Economics at the University of Vermont), but 
his teaching was preceded by a dozen years’ ex- 
perience in the selling of industrial equipment, 
specialties for ofhce use, and soft goods. 

While the title implies a concentration on the 
problems of personal selling, the book actually 
covers a much larger segment of the marketing 
function. 

Part 1 indicates the scope and magnitude of 
the sales future for the aspiring, creative, and 
energetic salesman in tomorrow's markets. Part 
2 covers what the salesman should know about 
his company—his relationship to it and the 
various departments that it comprises, the uses 
that he can make of the assistance offered him 
through advertising and promot‘on, etc. 

Part g is devoted to sales techniques, and as a 
fitting conclusion, the final chapter is devoted to 
sales presentations and demonstrations that rep- 
resent the epitomized salesmanship of the well- 
known companies (Dictaphone, Burroughs, 
Mosler, Easterling, and others) that devised 
them. Naturally, there is a ring of authenticity 
to these situations. 

Part 4 takes up the sales management func- 
tion because of its importance in the proper 
orientation of all salesmen in their work. 

Case problems are developed at the close of 
each of the 17 chapters. Of particular value is 
an appendix which contains a glossary of terms 
this reviewer found very valuable despite his 
disappointment in discovering that Mr. Greif 
had not covered the much-abused word “mer- 
chandising”—a term that has as many meanings 
as a cat is supposed to have lives. The other 
plum in the appendix is a bibliography of read- 
ings for each of the 17 chapters, and an average 
of over a dozen references on each. 

Mr. Greif’s book is heartily recommended to 
the student who wishes to make a career in mar- 
keting and who knows that successful experi- 
ence in selling is a prerequisite to success in the 
broader field. 
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This reviewer is not going to say that “Mod- 
ern Salesmanship” is the best book ever written 
on the subject; he will go no further than to 
say that he does not remember a better one. 


PHILIP SALISBURY 
Sales Management 


HOW I RAISED MYSELF FROM FAILURE 
TO SUCCESS IN SELLING, by Frank 
Bettger. (Englewood Cliffs, New Jersey: 
Prentice-Hall, Inc., 1958. Pp. xviii, 276. 
$4-95-) 

HOW I SELL, by Earl Prevette. (New York: 
Prentice-Hall, Inc., 1958. Pp. xii, 190. 
$4-95;) 

Here are two books each attempting to crystal- 
lize a lifetime of experience in selling into a 
series of helpful principles and _ illustrations. 
The idea is not a new one. Dozens of highly 
successful salesmen have done it before and 
many more will undoubtedly attempt it in the 
future. The principles arrived at may have a 
disturbing quality of “sameness” to those who 
read more than two or three, but the illustra- 
tions and stories from the lives of the authors 
are naturally quite different. Who knows which 
additional illustration will be the one to drive 
home in the mind of some young salesman a 
difficult but basic principle of selling? 

Both books are intensely practical and pro- 
vide a vivid picture of the “supercharged” sales- 
man at work. Discussions of the importance of 
enthusiasm, confidence, and hard work are 
frank and forceful and accompanied by many 
plausible tips and suggestions. If the picture of 
what makes for success seems to reflect popular 
belief more than objectively determined fact, 
at least the presence of such a variety of “one 
most important” principles provides the young 
salesman with a generous selection from which 
to choose. 

Both books go into detail on such matters as 
work organization, prospecting, finding out 
what the prospect really wants, steps in the sale, 
etc. No shortcoming in objectivity about what 
constitutes the most important personal quali- 
ties in selling detracts from the intimate “how 
to” pictures which the authors draw of their 
especially successful sales experiences. The book 
by Bettger draws almost wholly on experiences 
in insurance selling while the book by Prevette 
covers some other types of experiences as well, 
although it too is based primarily on insurance 
selling. The Bettger book, however, has more 


summaries and “pocket reminders” distributed 
among the chapters and parts of the book, and 
it contains a helpful index. 

In general, both of these books make a num- 
ber of psychologically strategic errors. Some of 
these errors reflect an “all-or-nothing” attitude 
toward sale performance and seem not to recog- 
nize any mid-ground between something called 
“failure” and something called “success.’’ Thus, 
the young salesman is asked to learn in an at- 
mosphere of some anxiety, or threat of failure. 
This is not an effective condition of learning for 
most people (that is, it is more likely to inhibit 
than to enhance the learning process). 

Another group of errors seem to reflect a 
“do-it-yourself” attitude which seems to say that 
the salesman is courageously on his own and 
which studiously ignores the possibility of get- 
ting help or guidance from trainers or man- 
agers. This is not to say that the authors would 
dispute the value of any such help received, but 
only that the inspirational emphasis on courage 
and guts carries with it some implications that 
the simple expedient of seeking help is some- 
how shameful. A chapter or two on how to make 
the most of the training and supervision pro- 
vided by most companies for their salesmen 
would make an admirable addition to books of 
this type. Equally desirable and closely related 
would be a brief chapter covering the general 
principles of how people learn. 


HERBERT E. KRUGMAN 
Richardson, Bellows, Henry & Co., Inc. 


EXPERIMENTAL DESIGNS IN INDUSTRY, 
edited by Victor Chew. (New York: John 
Wiley and Sons, Inc., 1958. Pp. xi, 268. 
$6.00.) 


Any marketing specialist must realize in buy- 
ing or planning to use this book that the term 
“experimental design” is used in the sense of 
statistical controls for research projects, as in 
the case of Design of Experiments, the well- 
known book by R. A. Fisher. The research work 
of Fisher was in biology and agriculture. The 
present volume extends the same type of statis- 
tical methods to experimental work in industry, 
illustrating their application by studies of the 
effect of temperature on cake mix, the compara- 
tive performance of milking machinery, and the 
relative merits of magnetic materials for use in 
small electric motors. 

The same techniques which have been em- 
ployed in technical research and quality control 
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1 on these products can be applied to experi- 
mental programs in the marketing of the same 
products. The difference lies in the greater num- 
ber of variables affecting marketing results and 
in the administrative difficulties in planning 
and executing market tests with complete fi- 
delity to principles of experimental design. 

One area in which increased market experi- 
mentation can be expected is the current efforts 
to apply mathematical models to the evaluation 
of advertising budgets. Our staff men who are 
working on this problem for clients are most 
interested in the chapter by Box and Hunter on 
“Response Surface Designs.” The models we 
are employing depend on the determination of 
response functions indicating the volume of 
consumer purchases to be expected at various 
levels of advertising. The response surface, 
which is a way of expressing the effect on sales 
of several variables, opens up some new possi- 
bilities. 

While Box and Hunter have dealt only with 
surfaces having unique maxima, their method 
appears applicable to the exponential functions 
we are contemplating. Their system works on 
the Taylor series expansion of the response 
function and can be used to determine either 
the- unknown constants or the function itself. 

The virtues of this approach are twofold: 

1. It could possibly eliminate the necessity for 
controlled experimentation to develop the ex- 
trapolations from the regression analysis. 

2. It provides the framework to determine 
how to design market experiments should they 
appear necessary. 

Amony the other chapters of some interest to 
marketing people is the one by R. L. Anderson, 
which could be of assistance in the design of 
market experiments generally. Still another 
chapter summarizes contemporary developments 
in multiple regression and correlation analysis. 
Marketing firms, including our own, have been 
using these techniques more frequently in re- 
cent years since they have been programmed 
for electronic computers. 


WROE ALDERSON 
Alderson Associates, Inc. 


GAMES AND DECISIONS: INTRODUC- 
TION AND CRITICAL SURVEY, by 


) f R. Duncan Luce and Howard Raiffa. (New 
York: John Wiley & Sons, Inc., 1957. Pp. 
xix, 509. $8.75.) 

im’ The first part of the blurb on the jacket cover 


of this book is a good description of its con- 
tents: “This book surveys the central ideas and 
results of game theory and related decision mak- 
ing models without making extensive use of 
excessive mathematical detail. It integrates re- 
cent developments noted previously only in the 
scattered literature. Aimed primarily toward 
those readers working in the behavioral sciences, 
the book emphasizes and criticizes aspects of the 
theories that appear to be of main concern to 
them.” 

The general approach parallels that used by 
von Neumann and Morgenstern in the original 
presentation of the theory of games (Theory 
of Games and Economic Behavior) beginning 
with two-person zero-sum games (what one 
player gains, the other loses) going on to two- 
person non-zero sum games, and then taking up 
the complex realm of n-person games. In the 
course of doing so, the authors incorporate 
numerous developments made during the last 
decade, particularly with regard to criteria for 
solving game problems, individual decision- 
making under uncertainty, and the long-con- 
troversial problem of combining individuals’ 
preferences for the purpose of arriving at group 
decisions (social welfare functions). 

Of particular interest and value to marketing 
readers is the emphasis placed on evaluating 
the practical applicability of the various theories 
to social science problems. Illustrative examples 
are drawn from a variety of social sciences, in- 
cluding economics, political sciences, and psy- 
chology, some of them with marketing implica- 
tions. 

The level of mathematics used in this book 
is indeed low, with the exception of the ap- 
pendices and some specially marked sections, 
and about the only formal mathematical pre- 
requisite for reading most of the book is a 
knowledge of elementary algebra. What is re- 
quired for understanding this book is, as the 
authors point out, a certain amount of mathe- 
matical sophistication, or, more important still, 
a willingness to accept and work with mathe- 
matical symbols. If the reader is not willing to 
do this, there is no point even to his considering 
this book. 

But then why should a marketing man con- 
sider this book anyway? If he is looking for easy 
solutions to operating problems, this book is 
not “it.” Contrary to the related subject of 
linear programming, the theory of games is as 
yet in much too primitive a state to offer a 
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means of solving business problems, as this book 
notes repeatedly. Some even believe that the 
theory of games may never reach this millen- 
nium; they think the millennium will come in- 
stead through further advances in such areas as 
operations research and_ statistical decision 
theory. 

Nevertheless, a book on game theory can in- 
troduce the marketing man to new ways of ex- 
amining and setting up a problem. It also can 
supply him with a radically different framework 
for viewing and understanding marketing prob- 
lems. And finally, the techniques advocated to 
solve game theory problems, though not often 
directly applicable, may well suggest a means of 
arriving at business decisions not otherwise 
likely to be conjectured. For those interested in 
such new approaches and not frightened by 
mathematical symbols, this book is strongly rec- 
ommended. 

ROBERT FERBER 
University of Illinois 


THE AGE OF TELEVISION (Second Edition), 
by Leo Bogart. (New York: Frederick 
Ungar Publishing Company, 1958. Pp. xiv, 
367. $6.50.) 

Within a few years television has become one 
of our top three advertising media and the 
major leisure-time activity of the American 
people. This phenomenal growth has spawned 
a plethora of research on the part of marketers 
of all kinds and of social scientists. In this book 
—as in the first edition published in 1956—the 
author has taken on the monumental task of 
summarizing almost all the available research 
on viewing habits and on the social impact of 
television on American life. 

As Mr. Bogart points out in his foreword, 
“This is primarily an attempt to create order 
out of evidence, without any pretensions to 
render judgments on the medium. . . . The 
emphasis in the text is wholly on the findings 
of research.” It is unfortunate that a researcher 
so well qualified as Mr. Bogart did not include 
a little more evaluation of the quality of the 
research evidence he cites. Although he does in 
some cases mention the size of the sample, he 
merely summarizes most of the findings; con- 
sequently, one is likely to get the impression 
that the data are of equal validity. 

However, by keeping his own opinion to a 
minimum and concentrating on organizing and 


reporting data, the author has been able to 
cover a staggering amount of information. In 
fact, many of the data are included in the tables 
(94 in all). 

The principal areas covered in this book are 
the history of television, television’s appeal to 
its audience, the content of television pro- 
gramming, television viewing patterns, the ef- 
fect of television on other media, television as 
an advertising medium, television’s impact on 
politics and on our younger population, and its 
future. 


'. The chapter on “Television and the Adver- 


tiser” will be of special interest to’ many mar- 
keting people. In it he has included many Mc- 
Cann-Erickson studies on television which have 
not been made generally available. Some of the 
other information cited in this chapter has been 
circulated widely but has not been brought to- 
gether and summarized in such a meaningful 
fashion. 

The author has made a special effort to avoid 
either research or sociological jargon. The re- 
sult is a fine, readable work, although this re- 
viewer would have, in places, preferred the 
preciseness that comes only from technical word- 
ing. 

Tn his attempt to attract the general reader, 
the author has skipped footnotes. Instead he has 
included a 10-page bibliography on television 
which includes most of the studies referred to in 
the text. He apparently expects that the schol- 
arly reader will look up the citations in the 
bibliography and that the general reader will 
be attracted to the book by its lack of distracting 
footnotes. As he points out in his foreword he 
has compensated for his unscholarly avoidance 
of footnotes by his very scholarly attentiveness 
to detail. 

The author has wisely kept his discussion of 
television research methods to a few pages. 
These methods are, after all, covered fairly well 
in a number of other books. However, he does 
take the time to point out the disproportionate 
amount of effort being put on research into 
audience size, while so little effort is put forth 
on studying the communicators themselves and 
the content of their programs. These two areas, 
Mr. Bogart feels, represent the real frontiers of 
television research. 

All in all this book represents a skillful blend 
on statistics and readable English. Mr. Bogart 
has used wisely his experience as a sociologist, 
educator, researcher, and advertising agency ex- 
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ecutive to provide a well-organized picture of 
television today. 


S. WATSON DUNN 
University of Wisconsin 


CONJONCTURES ECONOMIQUES D'HIER, 
D’'AUJOURD'HUI, DE DEMAIN, by 
Georges Hartmann. (Geneva: Editions Gen- 
erales S. A., 1958. Pp. 171. Fr. 1490.) 


Georges Hartmann brings together an im- 
pressive array of statistical data on current eco- 
nomic fluctuations in the United States, Ger- 
many, France, Belgium, England, Switzerland, 
Japan, and Russia. On the basis of this informa- 
tion, Hartmann concludes that the current re- 
cession in the United States, Canada, and three 
European nations is merely another corrective 
cyclical adjustment essential to further long-run 
expansion. 

Since the author had access to several inter- 
national sources of information, it is disappoint- 
ing to see so little use of data on fluctuations of 
the planned Russian economy. 

To support his analysis of current world eco- 
nomic events, Hartmann draws on meaningful 
series of historical data. He even cites the known 
but little used studies of Jevons, Moore, and 
Beveridge which revealed a high correlation 
between such elements as sun spots, weather 
conditions, and business fluctuations. Several 
observatories—notably, one at Zurich—have been 
carefully making these statistical comparisons 
since the time of Jevons’s original study. 

The principal worth of the text springs from 
Hartmann’s ability to bring together a wide 
range of significant historical data. An idea 
of the sweep of his presentation can be gained 
from the following sample listing: 


1. Prices in Germany, France, England, and 
the United States from 1792 to 1940. 

2. Sun spots and other solar disturbances 
from 1750 to 1956. 

g- American business cycles from 1831 to 
1940. 

4. Production and employment in the United 
States and England from 1880 to 1940. 


While statistical information on Russia’s 
economy is scant, Georges Hartmann does in- 
clude this country in a tabular comparison of 
estimated economic growth in the United States 
and other leading European countries. 


STEVEN J. SHAW 
University of South Carolina 


A NEGLECTED SOURCE OF RAILROAD 
PROFIT: PACKAGED TRAFFIC AND 
HOW TO TRANSPORT IT EFFEC- 
TIVELY, by Frank Pingree. (Chicago: 
Wolf Management Engineering Company, 
1958. Pp. vii, 94. No price given.) 

This book is indicative of the kind of think- 
ing that is badly needed among much of rail- 
road management. 

Ideas to strengthen the railroad industry are 
particularly timely. Furthermore, any idea that 
will improve the railroads’ service, marketing 
operations and profits with respect to LCL or 
“packaged traffic” is bound to generate interest 
among freight carrier management, their cus- 
tomers and others concerned with freight trans- 
portation. 

Deficiencies in the railroads’ operation of 
“packaged traffic” are many, and their failure 
to meet the needs of the market is clearly il- 
lustrated by this book and statistics on the 
trends in the share of the freight market carried 
by rail versus trucks. Changes in industry’s dis- 
tribution, in purchasing praetices and similar 
factors are placing added emphasis on the speed, 
service, selling, and cost of “packaged traffic.” 

Therefore, it would seem that few people will 
take issue with the basic “packaged traffic” 
problem covered by this book or the need for 
the railroad industry to improve its own opera- 
tion while receiving relief from many problems 
and handicaps that the industry faces that are 
beyond its own control. 

On the other hand there may be serious dif- 
ferences of opinion among railroad management 
and others interested in “packaged traffic” to- 
wards the solution to this problem as presented 
in this book. To some railroad and transporta- 
tion people the recommended program for im- 
proving packaged traffic will not be entirely new. 
At least two other studies, and at least one 
major railroad have come to somewhat the same 
general conclusions ‘as those presented in this 
book. At any rate the conclusions are similar in 
principle. In fact, at least one railroad in the 
past two years has been actively developing a 
somewhat similar plan to improve packaged 
traffic service for its own system. 

The front page of the Wall Street Journal's 
September 5th issue reported that several east- 
ern railroads are re-evaluating their membership 
in Railway Express Agency Inc. Other con- 
siderations, including United States mail han- 
dling, are also being studied in relation to a 
possible combination service that would be de- 
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signed to improve the railroad’s less-than-car- 
load traffic. 

Obviously, this book cannot be expected to 
spell out all details of a program or plan of the 
magnitude presented by present deficiencies in 
the packaged traffic problem facing the rail- 
roads. On the other hand, it would seem that 
the author should give greater consideration to 
the vast investment in present rolling stock and 
other rail equipment that must be taken into 
account. In considering any future plan to 
improve “packaged traffic” the railroads’ present 
equipment investments must be given major 
consideration. 

In summary, to those interested in packaged 
trafic and to those familiar with the present 
plans of some railroads this book will be very 
interesting. The kind of forward thinking that 
is illustrated by the author is taking place 
among some railroads with regard to LCL traf- 
fic. Let’s all hope, especially the neglected 
shippers, that this trend to forward thinking 
and planning continues, particularly among 
those in rail-transportation management. Im- 
provement in packaged traffic operations, in- 
cluding marketing and service factors, is badly 
needed by the railroads, their customers, and 
indeed by the economy of our country. 


J. T. LECOMPTE 
Stewart, Dougall & Associates, Inc. 


THE EFFECTIVENESS OF PHARMACEU- 
TICAL PROMOTION, by Robert Ferber 
and Hugh G. Wales. (Urbana: University 
of Illinois, 1958. Pp. 66. $2.00.) 


Anyone interested in pharmaceutical pro- 
motion should read this booklet, but it probably 
has limited appeal to those interested in the 
promotion of other products. It gives the re- 
sults of a survey of a sample of Chicago doctors 
on channels of communication of drug product 
information by the drug companies. 

Specifically, it attempts: (1) to ascertain how 
doctors obtain pharmaceutical information; (2) 
to evaluate the impact of medical journal and 
direct mail literature on doctors; and (3) to ob- 
tain more reliable estimates of the cost per 
reader of the different pharmaceutical promo- 
tion means. 

VICTOR M. LONGSTREET 
Schering Corporation 


MANAGEMENT PRINCIPLES AND PRAC- 
TICES, by Dalton E. McFarland. (New 
York: The Macmillan Company, 1958. Pp. 
612.) 


This book is intended primarily as a basic text 
for students of business administration. One 
aim of the author is to describe the elements of 
the managerial process which are fundamentally 
important, and to develop a rational synthesis 
of the mass of detail comprising the subject 
matter of Management. Another aim is to pre- 
sent a point of view that can enable students to 
develop their own creative abilities and apply 
them intelligently to the various situations en- 
countered in business activities. 

The author presents the text materials on 
the assumption that the management of a busi- 
ness organization is an orderly, intellectual 
process by which human beings accomplish work 
assignments. Based on this assumption, the au- 
thor contends that the management process can 
be taught to others by scholarly description and 
analysis. Since the managerial processes involve 
something more than techniques and _ proce- 
dures, there must be a set of conceptual and 
intellectual skills. The text is divided into four 
parts. 

Part I defines the field of management. Some 
distinction is made between management and 
administration. A brief description is made of 
the purposes and activities of the major man- 
agement organizations which further the pro- 
fessional aims of management. The historical 
development of scientific management is de- 
scribed along with the basic concepts of some of 
the accepted management pioneers. A brief con- 
sideration is given to executive responsibilities 
and qualifications. 

Part II deals with the principles and funda- 
mentals of management. The author takes the 
viewpoint that the functions in the process of 
management are planning, organizing and con- 
trolling. These functions are described and il- 
lustrated. In addition, some principles are 
stated as guides to managerial actions. According 
to the author, management principles are dis- 
covered rather than invented. 

The planning function is treated in a descrip- 
tive manner from the viewpoint of what it is 
rather than how to perform the work of plan- 
ning. Between the functions of planning and 
organizing, the subject areas of objectives, pol- 
icies and decision-making are presented. 

Among the management functions, major em- 
phasis pertains to organizing. This area contains 


| 
| 


BOOK REVIEWS 


473 


some of the strongest chapters in the book. Ex- 
amples of organization structures illustrate the 
frameworks within which managers do their 
work. Although line, staff, and functional struc- 
tures are well described, little attention is 
found for the recent trend to divisionalized or 
decentralized organizations. Authority and re- 
sponsibility along with delegation are ade- 
quately described. Leadership and co-ordination 
are included with the presentation of organiza- 
tion for the purpose of making the latter ef- 
fective. Executive control is covered in one 
chapter with examples and illustrations. 

Part III is concerned with human relations 
and personnel management. In this part, the 
author puts the major focus on people in the 
management picture. After an excellent por- 
trayal of human relations in management, at- 
tention moves to the manner of organizing the 
industrial relations function. There follow the 
subject areas of personnel management and 
labor relations, selecting and developing execu- 
tive talent, communication, and employee mo- 
rale and motivation. 

It is in this portion of the book that the au- 
thor makes his best treatment of subject matter. 
Informal relationships of people are described 
and illustrated. Consideration is given to the 
way executives behave toward each other, and 
toward workers in a business. 

Part IV presents a view of operating manage- 
ment. After a brief over-all look at the totality 
of operating management, the special areas of 
production, first-line supervision, industrial en- 
gineering, and wage payment are examined and 
analyzed. 

The author lists the major functions of a busi- 
ness organization as production, sales, finance, 
and engineering. Organizational illustrations 
are shown for each function. Only the produc- 
tion function is described in any detail. Mere 
mentions are made of the sales and finance func- 
tions. 

Following the text, thirteen short cases are 
included, mainly in the field of personnel and 
human relations. The cases are interesting and 
well written. Some explanation is made about 
the method for analyzing cases and preparing 
written reports on them. 

In summary, this book is a welcome contribu- 
tion to the field of management. It can be used 
as a basic book for courses in Principles of Man- 
agement. Both techniques and concrete experi- 
ences regarding management practices arc ex- 
amined and integrated into a framework of 
fundamentals and principles. instructors will! 


find useful the questions for study after each 
chapter. In addition, numerous collateral read- 
ing assignments are suggested. Following a de- 
scription of the process of management, em- 


phasis is on the application of management 


principles to the areas of human relations, per- 


‘sonnel management, and production. 


JOHN F. MEE 
Indiana University 


EFFECTIVE PUBLIC RELATIONS. Second 
Edition, by Scott M. Cutlip and Allen H. 
Center. (Englewood Cliffs, New Jersey: 
Prentice-Hall, Inc., 1958. Pp. xiii, 450. 
$6.75.) 

The important role of public relations in 
marketing has been underscored by the emer- 
gence of the Corporate Image concept. Indeed, 
so new is the concept that the authors of this 
second edition of Effective Public Relations 
have not given it the extensive treatment that 
they will want to include in any future edition. 
But if the marketing man’s interest in Corporate 
Image has developed a real concern for public 
relations generally, this volume will go far 
towards whetting his appetite for public rela- 
tions. A word of warning, however: public rela- 
tions is far more than “product publicity”—and 
the authors so treat it. 

They devote considerable space to the PR 
role of interpreting the public’s needs and de- 
sires to management, as well as vice versa, and 
emphasize the importance of guiding the client 
in his behavior towards his various publics. 

Messrs. Cutlip and Center bring to their task 
a nice blending of backgrounds. The former is 
a seasoned and respected professor of journal- 
ism at the University of Wisconsin; Allen Cen- 
ter has years of practical public relations work 
at Parker Pen and Motorola (where he is now 
director of public relations) and is a lecturer in 
public relations at Northwestern University. 

The result is a mature and thorough treatise 
on public relations, valuable not only to the 
business practitioner, but also to those concerned 
about the public relations of social service agen- 
cies, education, the professions, government, and 
the military. 

The authors wisely included Robert E. Cur- 
tin, Jr.’s statement on the biggest cause of 
failure in public relations: “Not failure to learn 
public relations technique, but failure to under- 
stand, in a mature and sophisticated way, the 
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business of the client or employer, whether small 
merchant, large industrialist, welfare agency, or 
college.” 

Whether you are seeking information on the 
history of the PR function in this country; on 
public relations techniques and methods; on the 
evolution of PR philosophy and professional 
codes of ethics; on the qualifications of the suc- 
cessful PR man or woman; on the status of PR 
education in this country; or on PR’s progress as 
it seeks to mature into a profession—you will 
find it in this volume. 

There are two important omissions: as indi- 
cated earlier, there is no extended treatment of 
the new and burgeoning concept of Corporate 
Image; and the authors’ insights on the role of 
the corporation in politics could have been an 
extension of their excellent chapter on “com- 
munity publics.” 

The present edition is well documented and 


indexed. There is an excellent “running bibliog- 
raphy,” specially selected, in part, from Cut- 
lip’s A Public Relations Bibliography, published 
under the auspices of the Public Relations So- 
ciety of America, and a first in the field of PR 
bibliography. 

For the serious student of public relations, 
there is at the close of each chapter a practical 
“Case Problem,” based on that chapter’s con- 
tents. 

Worth the price of admission alone is the 
excellent chapter on the “Personal Equip- 
ment” of the PR man. If every young man or 
woman who aspires to a PR career could be 
persuaded to read and inwardly digest this dis- 
cussion, all people in public relations could af- 
ford to feel comfortable about the future of 
their profession. 


HALE NELSON 
Illinois Bell Telephone Company 
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To Be Published This Month 


COPYWRITING 


Theory An authoritative, thoroughly 


flexible book which presents, in 

and logical progression, both the 

. theory and technique of copy- 

mentals the book covers every 

major form of writing, including advertising copy (for both print and broadcast me- 

dia), instructional and technical copy (for management and research reports), pro- 
motional (for retailer, wholesaler and manufacturer), and public relations copy. 


COPYWRITING contains material on thought processes and creativity not found 
in other texts; also, a special chapter on the fundamentals of visualization, art, typog- 
raphy and production. There is full discussion of research techniques and resources. 
Practice assignments are patterned after practical business situations, in order to en- 
able the user to progress directly to actual commercial writing. 


HARPER & BROTHERS + 49 East33d St. * New York 16, New York 


A New Textbook .. . ready for fall classes 


INTERNATIONAL MARKETING 


By ROLAND L. KRAMER, PH.D. 


WHARTON SCHOOL OF FINANCE AND COMMERCE 
University of Pennsylvania 


Here is a new book that deals with the actual conduct of international market- 
ing in a practical way and does not emphasize economic theory nor political as- 
pects. The whole field of international marketing is treated in a unique export- 
import fashion. Both the export and the import implications and applications of 
international marketing organizations and methods are discussed at the same time. 


Dr. Kramer, the author of INTERNATIONAL MARKETING, is an expert in 
the field. He has been studying and writing on this subject extensively for many 
years. For twenty-five years he devoted a part of his time to the secretaryship of a 
foreign trade association. 


SOUTH-WESTERN PUBLISHING CO. 
(Specialists in Busi and Ec ic Education) 
Cincinnati 27 New Rochelle, N. Y. Chicago 5 San Francisco 3 
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INTERVIEWING PROCEDURES 


A Manual for Survey Interviewers 


by J. STACY ADAMS 
Institute for Communications Research, Stanford University 


A concise and practical manual of instruction for the guidance 
and training of interviewers gathering data for all types of sur- 
veys. It presents both basic general principles and procedures of 
interviewing and the rationale behind them. Printed in a format 
suitable for use in the field. 


Glossary Index Paper $1.00 


THE UNIVERSITY OF NORTH CAROLINA PRESS 


Blending theory and practice 
to show how principles and theories are used in modern advertising 


ADVERTISING: Mass Communication in Marketing 
C. A. Kirkpatrick 

School of Business Administration, University of North Carolina 

The fundamentals of advertising— 


1. The Background for Advertising—the nature of advertising, its social and economic 
aspects, marketing research 

2. Identifying the Product—brand names and trade-marks, trade characters, packaging 

3- Building the Advertisement—appeals, layout, copy, typography and production, with an 
< 8-page colored insert on the role of color 

4- Media—periodicals, TV and radio, outdoor, transportation, point of purchase, direct mail 

5- The Complete Advertising Effort—total programs of manufacturers and retailers 

6. The Management of Advertising—the firm’s viewpoint 


Discussion topics and bibliography for each chapter. Outstanding illustration program. 
Instructor’s Manual of topics for lectures, essay quizzes, written assignments, or class discussions. 


approx. 650 pages March, 1959 $7.25 


Boston 7 Geneva 
Massachusetts Illinois 


New York 16 Dallas 1 
New York fe Texas 

Atlanta 5 HOUGHTON MIFFLIN COMPANY ' Palo Alto 
G i California 
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with 
DODGE 
CONSTRUCTION 


measure your share 
of this market 


pinpoint areas where 
you should sell more 


measure your new 
construction market 


4 determine whether sales 
are keeping pace with 
opportunity 
A 


your basic tool for measurement of 
market position 
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STATISTICS 


evaluate your 
salespeople and 
territories 


predict tomorrow’s 
market from today’s 
contract volume 


in the field of new construction. 


F. W. DODGE CORPORATION, 119 West 40th Street, New York 18, N. Y. 


Outstanding textbooks for... 


W HOLESALING—3ra Edition 


Teopore N. BECKMAN, The Ohio State University; 
NATHANAEL H. ENGLE, University of Washington; 
and Rosert D. Buzze.i, The Ohio State University 


April. The definitive work in its field, 
now brought fully up to date in the light 
of new ideas and developments in whole- 
saling. Book analyzes the growth and pres- 
ent status of the wholesaling system 
against the complex environment in which 
it operates. Scientific management of a 
wholesale enterprise is explained in terms 
of basic principles and sound practices 
drawn from varied industries and trades. 
Special attention is given to modern con- 


cepts such as value added; productivity; 
the use of performance measures in man- 
agerial control; technological and man- 
agerial developments in materials han- 
dling, cost accounting, electronic data 
processing, etc. 

In the Appendix, specially prepared case 
problems are correlated with the text 
chapters to focus attention on major prob- 
lems confronting management. Jnstructor’s 
Manual available. 87 ills., tables; 700 pp. 

$8 


Practical Exporting and Importing 


—2nd Edition 


Puitiep MACDONALD, College of the City of New York 


April. This practical textbook provides a 
thorough grounding in the fundamental 
procedures of international trade. Com- 
mercial aspects of the subject are empha- 
sized, while theoretical and highly special- 
ized considerations are held to a mini- 
mum. Basic terminology and rules, prac- 
tices and procedures generally accepted 
and utilized by successful importers and 
exporters are clearly and’ concisely pre- 
sented. Typical export and import trans- 


actions are described and explained from 
start to finish with all relevant papers and 
documents reproduced. 

The book considers important recent de- 
velopments in types of export organiza- 
tions, personnel requirements, correspond- 
ence, sales promotion and advertising, and 
finance—including credit risk insurance 
and extended-term sales for export. Re- 
view exercises and problems accompany 
each chapter. 54 forms, 540 pp. $6.50 


Advertising Copy 
Layout, and Typography 


Hucu G. Wats, University of Illinois; 
Dwicnt L. Gentry, University of Maryland; 
and Max WALEs, University of Oregon 


An integrated presentation of the principles of creative advertising designed 
for the combined course in copy and layout. Equally suitable for separate 
courses in these subjects, the book points up the interrelationship of copy, 
layout, and typography and how they must combine to achieve a single effect 
in the successful advertisement. Emphasis is placed on fundamentals. Basic 
principles are demonstrated by illustrations from the whole range of modern 
advertising and the application of practical, simplifed techniques. Book 
thoroughly investigates the rule of market research and the individual prob- 
lems of the various media. “An exceedingly sound book which makes a real 
contribution in its field.”—Warren K. Agee, Texas Christian University. 166 
ills., 491 pp. $7.50 


THE RONALD PRESS COMPANY 


... the Marketing Curriculum 


SALESMANSHIP—2na Edition 


—Principles and Practices of Professional Selling 
Gross, New York University 


February. Expanded, rewritten, and com- 
pletely up to date, this highly popular 
textbook solidly reinforces basic principles 
with numerous practical examples based 
on the wide experience of the author as a 
teacher and sales consultant. Stressing a 
strong market study approach, it details 
the complete selling process—from locat- 
ing the prospect to closing the sale. In- 
corporates latest developments in indus- 
trial selling and diversified selling services. 


Discusses the sales management viewpoint 
together with tested procedures for main- 
taining good will, holding the customer, 
and improving sales efficiency. Eight com- 
plete sales presentations, forty case studies, 
and ample questions and suggestions after 
each chapter provide invaluable material 
for discussion, review, and further study. 
Instructor’s Manual available. 102 ills., ta- 
bles; 600 , , . $7 


Principles of Marketing—6t Eaition 


Tueopore N. Beckman, The Ohio State University; 
Haroip H. Maynarp, late of The Ohio State University; 
and WiLL1AM R. Davinson, Stanford University 


This widely praised basic textbook sur- 
veys the subject from a social point of 
view, giving students a basic understand- 
ing of the entire scope of modern market- 
ing. It incorporates new material on shop- 
ping centers, discount houses, non-store 
retailing, vending machine merchandising, 
etc.; gives increased stress to the dynamics 
of marketing. Clearly and forcefully, the 
book introduces the student to market- 
ing’s basic principles and provides an en- 


lightening analysis of consumers and their 
characteristics. “The best principles of 
marketing text available today.”—Robert 
Drew-Bear, University of Massachusetts. 
“Readable and ‘teachable.”—Donald F. 
Mulvihill, Univrsity of Alabama, in The 
Journal of Mar ting. “The best and easi- 
est to use of any marketing book I have 
yet tried.”—Leahmae McCoy, University of 
Arizona. Instructor's Manual available. 33 
ills., tables; 798 pp. $7.50 


Sales Management —3rd Edition 


Haroip H. MAynarp, late of The Ohio State University; 
James H. Davis, The Ohio State University 


A highly teachable presentation which 
evaluates the principles, procedures, and 
policies of scientific sales administration. 
The functions of the sales executive are 
covered clearly and in detail. Basic prin- 
ciples are illustrated with specific exam- 
ples from best current sales practice. The 
book stresses the development of the sales 
manager as a major marketing executive; 
explains the use of break-even analysis in 
sales planning. “A fine text.”—George D. 


Lindenberg, University of Wisconsin. 
“... supplies a substantial and solid 
array of fundamentals. The presentation 
is lucid and convincing . . . educationally 
sound and comprehensive. A worthy addi- 
tion to Professor Maynard’s other contri- 
butions to marketing literature. A book 
needs no higher recommendation.”—Eu- 
gene J. Kelley, Michigan State University, 
in Journal of Marketing. /nstructor’s 
Manual available. 48 ills., tables; 666 pp. 
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Behind 
MARKET RESEARCH 
TABULATING 


«PRELIMINARY 
PRACTICAL 
PLANNING PROCEDURE 
ECONOMICAL PROCESSING 


STATISTICAL service on market research 
tabulating begins long before a 
button is pushed. 


You get preliminary assistance in resolving 
our ideas . . . in translating sound thinking 
into well-planned questionnaires for the most 

practical and economical processing. 


There is always a best aay to handle any 
assignment and STATISTICAL can help you apply 
it through long experience in methods 

and procedures. 


The same careful approach is used in processing 
data to assure highest quality in market information. 
Strict controls are maintained every step of the way 
from editing and coding to finished report. 

And this professional service is available to you 
days, nights, week-ends—any time you need it. 


Write for details today 


STATISTICAL | | ottices: 


TABULATING CORPORATION 53 West Jackson Blvd. 


Established 1933 - Michael R. Notaro, President Chicago 4, Illinois 


TABULATING - CALCULATING + TYPING Phone: HArrison 7-4500 
TEMPORARY OFFICE PERSONNEL 


Chicago * New York + St.Louis + Newark * Cleveland * Los Angeles 
Kansas City Milwaukee San Francisco 
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Reprints of your Favorite Articles from 
THE JOURNAL OF MARKETING 


May be ordered now at $2.90 per copy 


From October, 1957, issue 
Two fine articles under one cover— $1.00 
“The Use of Structured Techniques in 
Motivation Research,” Westfall, Boyd, 
Campbell; and “Is it True What They 
Say About Motivation Research?” Wil- 
liams. 

and 

Two Significant Articles on Sales Opera- 
tions—$1.00 
“Classification in the Food Brokerage 
Field,” Aiper; and “Control of Stocks 
in Grocery Retailing,” Peters. 


From January, 1958, issue 
“A New Concept in Gasoline Marketing,” 
McNallen. 
From April, 1958, issue 
“Mass Merchandising and the Agricul- 
tural Producer,” Collins and Jamison. 


From July, 1958, issue 


of 1,000 or more. 
order to: American Marketing Association, 27 E-st Monroe Street, Chicago 


“The Ghost of Subliminal Advertising,” 
Klass. 


“Do Husbands or Wives Make the Pur- | 


chasing Decisions?” Wolgast. 
“Barter in Mexican Cotton,” Newcomer. 
“Evaluating Advertising Appeals through 
Sales Results,” Merriman. 
“Dress-Buying Behavior of Consumers,” 
Jacobi and Walters. 


From January, 1959, issue 


Burger. 

“Why Not Promote the Marketing Re- 
search Manager?” Vance. 
“Wholesale Marketing in Japan,” Dowd. 
“Sampling in Marketing Research,” 
Semon, Cohen, Richmond, and Stock. 
“Problems of Resale Price Maintenance,” 
Lee. 

“Errors in Estimates of Retail Sales,” 
Ekeblad and Alspaugh. 

“Multiple Packaging: A M 

erchandising 
“Influence of Store Selection in House- 
hold Buying,” Van Syckle and Brough. 
“Pioneers in Marketing: Edward A. 
Filene and Lincoln Filene,” Bloomfield. 
“Industrial Marketing: Seventeen Ways 


to Im Effectiveness,” 
prove Marketing 


are usually available on orders of 100 or more when 
prices. A quantity discount is also given of 5% 


| 
“The Remembering and Forgetting of 
“The Need for Marketing Engineering,” 
“How to Study Foreign Markets,” Buell. ; 
“The Importance of Convenience in Con- 
sumer Purchasing,” Kelley. : 
From October, 1958, issue 
“The Propaganda Function in Market- 
ing,” McGarry. 
“The Changing Farm Market,” Reed. isti 
Reprints of all articles are available at the following prices: 
Black-and-white self-cover 
Single reprint 00 F each 0.50 
Two reprints Pisst 100°” 
Three reprints 1.80 Additional 100's, each 20.00 
(Special prices for large quantities) | 
Send your 3- 


Four Outstanding New 


SALESMANSH IP: Practices and Problems 


By BERTRAND R. CANFIELD, Babson Institute of Business Administration. Third 
Edition. 573 pages, $6.50 


Completely rewritten and reorganized, this practical salesmanship text now emphasizes selling 
techniques—those of sales presentation, including locating buyers, planning sales presentations, 
securing sales interviews, opening sales interviews, conducting demonstrations, overcoming ob- 
jections and closing sales. Entirely new sales interviews illustrate the principles in each chapter. 


BUSINESS FORECASTING 


By ELMER C. BRATT, Lehigh University. 384 pages, $7.50 
Here, for the first time, are the various forecasting methods actually used by different com- 
panies, with summaries of outstanding studies. The methods presented are almost entirely 


post-World War II. Particular emphasis is placed on objectivity. Long and short term fore- 
casting are presented separately. The use of several actual forecasts provides a visualization 
of methods. 


ADVERTISING LAYOUT AND ART DIRECTION 


By STEPHEN BAKER, Cunningham and Walsh. McGraw-Hill Series in Marketing 
and Advertising. In Press 

A thorough, practical, and profusely illustrated guide on how to prepare advertising art and 
make it do its job. The first part of the book covers the mechanics of preparing an advertise- 
ment, including layout, drawing and rendering techniques, composition, use of lettering and 
typography, production factors, etc. The second part is concerned with the art director's job 
in putting sell into layout and art, working with artists, writers, research men, executives, 
and clients, and organizing and managing an art department. 


SALES PROMOTION THAT GETS RESULTS: 

A Key to More Effective Advertising 
By HOWARD M. TURNER, D’Arcy Advertising Company. McGraw-Hill Series in 
Marketing and Advertising. 259 pages, $6.50 


Shows how sales promotion is used as an activity of marketing with emphasis on how it can 
achieve sales and marketing objectives. Covers all major phases of sales promotion as it is 
used to stimulate salesmen, distributors, and retailer; promote products aggressively; make 
advertising more effective; and reach selected prospects. 


Sedir | McGraw-Hill Book Company, Inc. 


copies on 
approval 


330 West 42nd Street 3 New York 36, N. Y. 


